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PERFORMANCE IS THE ANSWER 


Your financial statement records your system efficiency. Earnings 4 
drastically cut by service failures, and wasted kilowatt hours never metered due to equipment| 


No system can be more efficient than its components. 


Moloney Transformers are designed and engineered to provide depe 
and economical service in operation. Their design encompasses all desirable operating cha 


istics, in balance, for maximum all-around performance. 


More than sixty-four years devoted to building better transformers has 


Moloney a thorough understanding of actual utility problems, and this know-how is reflec 


the performance record of every Moloney Transformer. 
Since 1896... MORE POWER 70 YOU 


MOLONEY ELECTRIC cOMmMP A 


MANUFACTURERS OF TRANSFORMERS FOR UTILI 
INDUSTRY AND ELECTRONIC APPLICATIONS 
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Let’s All Talk the Same 
Language George S. McDermitt 
The author attempts to find a common denominator for 
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Sectional side elevation of unit No. 4 at Allen. This twin furnace 
unit, fired by pulverized coal, serves a 270,000 kw turbine 
generator and produces steam at 2450 psi and 1050F/1000F. 





Late in 1960, C-E’s one hundredth Controlled Cir- 
culation Steam Generator was placed in operation. 
Located at Duke Power Company’s Allen Plant, 
this, the fourth Controlled Circulation unit in 
service at Allen, will soon be joined by a fifth, now 
under construction. The Duke Power system pres- 


culation generating capacity, installed or on of 

Since the first postwar C-E Controlled Circ 
tion unit was placed in service about eight yé 
ago, this type of unit has established itself as 
design best suited for the 2400 Ib throttle press 


ALL TYPES OF STEAM GENERATING, FUEL BURNING AND RELATED EQUIPMENT; NUCLEAR REACTO 








NIT NOW IN SERVICE 


and has achieved unparalleled acceptance 
shout the utility industry. Today, units of 
esign are on order, under construction, or 
ied in utility plants the world over. The total 
ty of the turbine generators served is about 
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I* an Interior Department release, dated 
February 14, 1961, the new Secre- 
tary of Interior Stewart L. Udall re- 
affirmed his belief in basic power policy 
principles outlined by the department in 
1946 which, by act of Congress, called in 
part for “installation of electrical gen- 
erator facilities in federal laws, where 
feasible, preference in power sales to pub- 
lic bodies and co-operatives, low-cost pow- 
er rates and power disposal to prevent 
monopolization.”” To sum up this back-to- 
Ickes movement, Udall said he had in- 
structed his Assistant Secretary in charge 
of power to give his immediate attention 
to (and these are his own words) : 


(1) Determining the proper role of 
each agency in its area; (2) expanding 
the planning activities of the depart- 
ment to make possible the timely con- 
struction and full development of new 
projects and facilities; (3) achieving 
the maximum practicable amounts of 
firm power for the ultimate user from 
federal power systems; (4) enlarging 
regional co-operative pooling of gener- 
ation and transmission facilities; (5) 
planning for the early interconnection 
of areas served by the Department of 
the Interior marketing agencies with 
adequate common carrier transmission 
lines. 


_ are ostensibly sensible words, 
couched in well-rounded phrases. 
They appear to suggest a program of 
justifiable goals and honest intention. But 
to those of us who lived through the 
clichés of the New Deal and even before 
that, during the period of rampant pub- 
lic ownership development in the North- 
west, these words and the real meaning 
behind them have a familiar ring. What 
do the government ownership enthusiasts 
consider to be the “proper réle of each 
agency”? 


WHEN Interior Department spokesmen 


© Fabian Bachrach 
FRANK MCLAUGHLIN 
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speak of assuming the “responsibility” of 
electric supply in any region, commercial 
companies fear that it may mean a fed- 
eral power supply exclusively, and a “keep 
out” sign for private electric utility enter- 
prise—especially in the area of new hydro- 
electric development. In the same light, 
“achieving the maximum practicable 
amount of firm power for the ultimate 
user from federal power systems’? may 
simply mean ringing up “no sale” for all 
would-be commercial utility company dis- 
tributors, bypassing them in favor of di- 
rect sale to politically owned and operated 
distributors, if not ultimate users. To the 
same end, of course, are the other 
phrases, such as “co-operative pooling of 
generation and transmission facilities” 
and “early interconnection of areas 
served . . . with adequate common car- 
rier transmission lines.” 


Y= these words and meaning are 
quite familiar, yet it would be frus- 
trating and self-defeating if the electric 
utility industry were to lapse into a feel- 
ing that it is now right back where it start- 
ed in the days of Ickes. That would be 
to ignore the most amazing and impres- 
sive gains which the industry has made 
in the Northwest and elsewhere in the 
past two decades. A better philosophy for 
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PAGES WITH THE EDITORS (Continued) 


management, for investors, for faithful 
employees, and, most of all, for the long- 
suffering public—both as taxpayer and 
ratepavyer—would be to repeat calmly that 
ancient truth, “this, too, will pass.” 


E-vEN the most casual inspection of the 
present circumstances must surely im- 
press all interested, intelligent observers 
of this scene with certain profound and 
important differences between the days 
of Ickes and the present. Things are not 
the same in 1961 as they were in 1946, 
and no amount of repetition of the old 
government ownership clichés will ever 
make them the same. Progress has been 
made by the electric power companies, 
and they are not only here to stay, but 
destined to go and continue to expand to 
unforeseen dimensions. 


7. opening article.in this issue is a 
now-it-can-be-told story of a veteran 
former electric utility executive who has 
been through this particular mill from 
the very beginning—thirty years ago— 
when he first took over as president of 
the Puget Sound Power & Light Com- 
pany. What happened is a matter of rec- 
ord, often painful to both management 
and stockholders to recall. During most 
of the intervening period, Puget lived un- 
der a “death sentence,” and as recently as 
1952 there were many who feared that 
Puget was in danger of disappearing into 
the maw of the public ownership move- 
ment in the Pacific Northwest. Today, 
Puget has emerged bigger, better, and 
more secure in every way, and the story 
of how this was accomplished should be 
an object lesson for other utility compa- 
nies faced more or less with this difficult 
situation. 


THE author of this opening article is 
FRANK McLAUGHLIN, who first became 
president and director of Puget in 1931 
until 1959 when he served for a year as 
chairman of the board. A native of Hing- 
ham, Massachusetts, he began as an office 
boy with the Stone & Webster organiza- 
tion in 1912. He rose through successive 
promotions to district manager, assistant 
manager, manager, and vice president of 
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GEORGE S. MCDERMITT 


various Stone & Webster operations in 
New England and the Southwest. Short- 
ly before he became president of Puget 
he had been vice president of the Vir- 
ginia Electric & Power Company and op- 
erating executive of Stone & Webster. 


Mr. McLavuGuLin has been very active 
in the affairs of the Seattle Chamber of 
Commerce, serving twenty years on its 
board of trustees. Upon his retirement as 
chairman of the board on May 12, 1960, 
he was tendered a testimonial luncheon, 
attended by Governor Rosellini of Wash- 
ington and many other distinguished 


guests. 


goer: S. McDermirt, whose article 
on finding a common denominator 
for electric operating company terminol- 
ogy begins on page 589, is a cost measure- 
ment analyst with the Arizona Public 
Service Company. He was educated at 
the University of Oklahoma (BS, ’42) 
and served with the Marines as well as 
with the Army (Captain) in World War 
II. He joined Arizona Public Service in 
1946 as a junior engineer and is a regis- 
tered professional electrical engineer in 
the state of Arizona. 


THE next number of this magazine 
will be out May 11th. 


A. Gettin 
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serves avery special 


part of America 


The SEVEN states Where 


‘ OnNSumed j; 
United States. sic 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA HYDROCARBON CORPORATION 


i ia Maryland and southern New 120 EAST 4tet STREET, NEW VORK 17, ~.¥, 
5 > 
; CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCORKLE 
-- natural gas continues to be the AVENUE, S.E, CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: THE 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, OHIO. 


9°34 a ° PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COM- 
@1 ed fuel for home and industry. PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 


o° Zhout its service territory—in Ohio, THE COLUMB 
Sadia SYSTEM, INC. 
‘lvania, West Virginia, Kentucky, 


Coming tn the Und Lboue.. 


(MAY 11, 1961, ISSUE)— 





PUBLIC UTILITIES AND PEOPLE 


For the last thirty years, technology has brought profound a1 
successive changes in all major aspects of public utility ope:: 
tions of various kinds, And nowhere is the challenge of a n 
and better way of doing the job more pressing than in 
field of human relationship between the utility and the ci: 
tomers it serves. Is this a relationship that can be supplani> 
by electronic techniques? Are all the old principles of winn 
friends by good deeds and friendly relations still paramount: 
James W. Carpenter, consultant and retired vice president 
the Long Island Lighting Company, has teamed up wt 
Robert T. Livingston, professor of industrial and managemc: 
engineering of Columbia University, to give us a review 
every function of utilities that may have an effect on custon 
and communities from the standpoint of social acceptan 
The resulting conclusions are real pearls of wisdom. 


WHEN IS RAPID TRANSIT ECONOMICALLY JUSTIFIED? 


Many cities today are torn between the paradoxical pressures 
of providing more efficient and economical mass transit facili- 
ties, while at the same time trying to cope with unprofitable 
transit facilities already in existence. In the last session of Con- 
gress, for example, a commission was established to plan for a 
modern transit system for metropolitan Washington, D. C. 
Yet, at this very time in the District of Columbia, the public 
utilities commission is considering a plea by the local transit 
company to expedite the abandonment of four remaining strect- 
car routes. E. L. Tennyson, transit operations engineer for the 
city of Philadelphia, Pennsylvania, has endeavored to strike an 
economic breaking point in determining the justification of new 
rapid transit facilities from the standpoint of modern city plan- 
ning. Typical values outside New York city have been devel- 
oped from a comparison between various large cities such as 
Cleveland and Philadelphia. This article is a handy and thought- 
ful guide for transit planning. 


RELATIONSHIP OF CAPITAL STRUCTURE TO COST OF CAPITAL 


Do capital structures influence the overall cost of capital? ‘This 
is the question studied by Professor Lionel W. Thatcher of the 
University of Wisconsin, School of Commerce, based on ein- 
pirical studies of 116 electric and gas utilities. He covers financ- 
ing done during the period 1953 to 1957, including both stocks 
and bonds raised in a highly competitive market. The authcr’s 
conclusion is that capital structure does influence the overall 
cost of capital. The article deals also with the optimum struc- 
ture, which is not constant but varies with the conditions of 
the market and the attitude of investors over the business cycle. 








AND IN ADDITION... Special financial news, digests, and interpretations of court 
and issi decisions, general news happenings, reviews, Washington gossip, and other features of 





interest to public utility regulators, companies, executives, financial experts, employees, investors, and 
others. 
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PROCEEDINGS 
1960 CONVENTION 


AT LAS VEGAS, NEVADA 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


THIS edition contains valuable material on the 
subject of regulation of rates and services of 
public utilities and transportation companies 
including the following: 





Progress in the Regulation, Services, Facilities and Safety of Operation of Public 
Utilities; Valuation; Depreciation; Rates of Transportation Agencies; Study of Rail- 
road Problems; Discussions on the subjects of "Duties and Responsibilities of a Public 
Utilities Commissioner"; "Natural Gas Rate Problems"; "The Role of Communica- 
tions in Civil Defense"; “Outlook for Railroad Consolidations and Mergers"; and 
“Current Problems in the Regulation of Air Carriers." This volume contains a com- 
plete transcript of the addresses and committee reports of the 1960 Las Vegas 
meeting. The book is printed and bound in regular book cover. 


Price $10.00 — Approximately 500 pages 





OTHER PUBLICATIONS OF THE ASSOCIATION 


1957—Uniform System of Accounts for Water Utilities 
Class A & B—128 pages 
Accounts for utilities having annual water operating revenues of $250,000 or more .. $4.50 
Class C—100 pages 
Accounts for utilities having annual water operating revenues of $50,000 or more but 
less than $250,000 


Class D—64 pages 
Accounts for utilities having annual water operating revenues of less than $50,000 .. 


1958—Uniform System of Accounts for Electric Utilities 
Class A & B—169 pages 
Accounts for utilities having annual electric operating revenues of $1,000,000 or more 
Class C—125 pages 
Accounts for utilities having annual electric operating revenues of $150,000 or more 
but less than $1,000,000 


Class D—59 pages 
Accounts for utilities having annual electric operating revenues of less than $150,000 


1958—Uniform System of Accounts for Gas Utilities 
Class A & B—212 pages 
Accounts for utilities having annual gas operating revenues of $1,000,000 or more .. 
Class C—130 pages 
Accounts for utilities having annual gas operating revenues of $150,000 or more but 
less than $1,000,000 


Class D—60 pages 
Accounts for utilities having annual gas operating revenues of less than $150,000 .. 


1958—Regulations Governing the Preservation of Records of Electric, 
Gas and Water Utilities 


1957—Telephone Separations Manual (Revised October, 1957) 


Depreciation: 
1943-1944 Reports of the Committee on Depreciation. A comprehensive and complete 
analysis of the problems of depreciation on public utility regulation 
1946—Methods of Pricing Retirements from Group Property Accounts 
1948—Half Cycle Methods of Estimating Service Life 
1948—Letter Symbols for Mathematics of Depreciation 
1960—Report of Committee on Depreciation 


(When remittance accompanies order, we pay forwarding charges) 
NATIONAL ASSOCIATION OF RAILROAD AND 


UTILITIES COMMISSIONERS 
P, O. Box 684 Washington 4, D. C. 








» 196i--PUBLIC UTILITIES FORTNIGHTLY 





“There never was in the world two opinions alike.” 


—MONTAIGNE 





JAMEs F. Oates, Jr. 
Chairman and president, Equitable 
Life Assurance Society of the 
United States. 


EDITORIAL STATEMENT 
The Knoxville Journal. 


A. R. LUEDECKE 
General manager, Atomic 
Energy Commission. 


JaMEs R. HorFra 
President, International 
Brotherhood of Teamsters. 


Ray TUCKER 
Columnist. 


DANIEL P, Loomis 
President, Association of 
American Railroads. 


“Tt is my profound belief that nationalization o: oui 
railroads would be inevitably followed by nation: jiza- 
tion of other carriers and later, in all probabilit: , by 
the nationalization of other industries.” 


* 


“Labor laws should be amended in such a way .:s to 
force the employees of public utilities, whether public- 
ly or privately owned, to forego their right to s rike 
directly against the public and to submit their dilfer- 
ences to arbitration.” 


> 


“In a world that is only half free the United States 
cannot afford to be less than first [in nuclear weapons] 
.. . It is a responsibility of the Atomic Energy Com- 
mission to provide leadership to assure that America, 
the bastion of the free nations of the world, remains 
in the forefront of atomic development.” 


» 


“We cannot and will not allow a worker’s years of 
faithful service to be plowed under for the sake of a 
new technology alone. I believe we should insist, 
through collective bargaining, that such a worker be 
retrained at company expense to operate, maintain, or 
otherwise service the machine that threatens to replace 
him.” 

& 


“The Federal Power Commission’s slowfootedness 
costs the government millions in revenue, aggravates 
the unemployment situation, and deprives key indus- 
tries—steel, aluminum, machinery, lumber—of needed 
orders. FPC sits for months and months on applica- 
tions for new gas, oil, and other projects which would 
otherwise be paying federal and state taxes, hiring 
men, and buying materials.” 


bg 


“The transportation industry exists today in an un- 
easy, unbalanced world—half captive, half free. There 
is far too much regulation . . . and it is far too ::- 
evenly applied. For example, all rail freight movements 
are subject to strict government economic control . . . 
but only about one-third of intercity truck ton-m les 
and less than one-tenth of inland waterway tonn.ge 
is so regulated. The plain fact is that the governm:nt 
has lost control over transportation. It is imperative 
that we slacken the regulatory bindings and give ‘he 
vital carriers serving all the public the maximum cha:ice 
to assert their natural advantages and carve out th2ir 
own future.” 
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CHECK THESE DATES: 


Apr. 27-28—Pacific Coast Electrical Associa- 
tion-Pacific Coast Gas Association will 
hold joint administrative services con- 
ference, San Mateo, Cal. 


Apr. 29-May 3—National Association of Elec- 
trical Distributors will hold annual con- 
vention, Detrcit, Mich. 


Apr. 30-May 2—Independent Petroleum As- 
sociation of America will hold midyear 
meeting, New Orleans, La. 


Apr. 30-May 3—Air Conditioning and Re- 
frigeration Institute will hold meeting, 
Hot Springs, Va. 


Apr. 30-May 3—Liquefied Petroleum Gas 
Association will hold annual convention 
and trade show, Chicago, Ill. 


Apr. 30-May 3—United States Chamber of 
Commerce will hold annual convention, 
Washington, D. C. 


Apr. 30-May 4—The Electrochemical Society, 
Inc., will hold meeting, Indianapolis, Ind. 


May 1—Interstate Power Club will hold meet- 
ing, New York, N. Y. 


May 1-2—IlIluminating Engineering Society, 
Inter-Mountain Regien, will hold confer- 
ence, Salt Lake City, Utah. 


May 2-3—Wisconsin Telephone Association 
will hold annual convention, Milwaukee, 
Wis. 


May 2-4—American Society of Training Di- 
rectors, Inc., will hold annual conference, 
Philadelphia, Pa. 


May 3—Pacific Coast Gas Association will 
hold invitational gas dispatchers and ac- 
cident prevention round tables, Santa Bar- 
bara, Cal. 


May 3-6—American Public Relations Associ- 
ation will hold annual convention, Atlantic 
City, N. J. 


May 4—National Association of Electric Com- 
panics will hold annual meeting, Washing- 
ton, D. C. 


May 4-5—Illuminating Engineering Society, 
South Pacific Coast Region, will hold meet- 
ing, Sacramento, Cal. 


May 4-5—Pacific Coast Gas Association will 
hold transmission conference, Santa Bar- 
bara, Cal. 


May 4-7—American Women in Radio and 
Television will hold national convention, 
Washington, D. C. 


May 5-7—National Association of FM Broad- 
casters will hold board of directors meet- 
ing, Washington, D. C. 


May 7-10—National Association of Broad- 
casters will hold annual convention, Wash- 
ington, D. C. 


May 8-9—lIlluminating Engineering Society, 
Pacific Northwest Region, will hold con- 
ference, Harrison, British Columbia, Can- 
ada. 


May 8-10—Edison Electric Institute, Prime 
Movers Committee, will hold meeting, 
Milwaukee, Wis. 


May 8-10—Instrument Society of America 
will hold national power instrumentation 
symposium, Chicago, Ill. 


May 8-10—National Aerospace Electronics 
Conference will be held, Dayton, Ohio. 


May 8-12—American Gas Association, Oper- 
ating Section, will hold distribution and 
production conference, Philadelphia, Pa. 


May 8-12—Edison Electric Institute, Trans- 
portation Committee, will hold meeting, 
Philadelphia, Pa. 





P 


will hold annual convention, Indianapolis, 
Ind. 


May 9-11—Indi Teleph Association 


May 9-12—Mechanical Contractors Associa- 
tion of America will hold annual conven- 
tion, Miami, Fla. 


May 10—Gas Appliance Engineer's Society, 
Midwest Chapter, will hold meeting, Chi- 
cago Heights, Ill. 


May 10-12—Edison Electric Institute, Statisti- 
cal Commitiee-New England Council will 
hold joint meeting, Chicopee, Mass. 


May 10-13—American Bar Association will 
hold regional meeting, Indianapolis, Ind. 











Courtesy, New York Telephone Company 


In Time of Disaster 


An installer checking the fire commissioner’s direct 
line, following the air-line collision over New 
York city in December, 1960. Telephone 
men were in action within minutes, 
setting up circuits to aid rescue 
operations. 
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From Ruins to a Cathedral of Service 


A case study by an author who for nearly three decades was the 
chief executive officer of an electric utility company which spent 
years under the shadow of public ownership since the very first New 
Deal—only to emerge triumphant and more secure than ever. 


By FRANK McLAUGHLIN* 


N April Fool’s Day 1931, I became 
president of the Puget Sound Pow- 
er & Light Company. Virtually at 

once I was captivated by the idea that I 
must have been one of the “600” in Ten- 
nyson’s famous “Charge of the Light 
Brigade,” because “there were cannons to 
the right of me, cannons to the left of 
me, and cannons in front of me, volley- 
ing and thundering.” I was stormed at 
with shot and shell from the briar patches 
and brambles—the bulrushes—the thick- 
ets—the hedgerows—the back alleys—in 

*Director and consultant, Puget Sound Power & 
Light Company; formerly president and chairman 


of the board. For additional personal note, see 
Pages with the Editors.” 
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fact, from every source of unexpected am- 
bush. 

Talk about contrasts; I had recently 
occupied a similar position with the Vir- 
ginia Electric & Power Company in peace- 
ful, tranquil, conservative Virginia, 
where fighting was confined to conver- 
sation about the “War between the North 
and the South.” Then, lo and behold, I 
was suddenly catapulted onto the dead- 
liest electric power battlefield in the na- 
tion, and into high adventure more thrill- 
ing and exciting than any fiction! 

N that time the country was stagger- 
ing from the depths of the Great 
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Depression. Scapegoats were sought in 
explanation of the almost-fatal economic 
sinking spell, and among these the whip- 
ping boy subjected to the most merciless 
assault was the electric utility industry. 
All segments of private power suffered 
for the malperformance of those in con- 
trol of several holding companies. 

For this, and other more fundamental 
and historic reasons, Puget Sound Power 
& Light Company paid greater penalty 
and came closer to extinction than did 
any other similar concern in the country. 
In order to place in perspective the solution 
to the life-or-death problem with which 
we wrestled for almost three decades, a 
brief sketch of background is necessary. 

As the industry well knows, the Pa- 
cific Northwest was—and still is—the na- 
tion’s greatest reservoir of undeveloped 
hydroelectric power. That fact represents 
a blessing, true, but it also made our re- 
gion a natural focal target for all those 
minority interests and political dema- 
gogues determined collectively that gov- 
ernment ownership, local and national, of 
the electric utility industry should come 
about. Not the least motivation here was 
use of this great natural resource as a 
“springboard” to public office. 


The Socialistic Trend 


ene by the desperation born of 

depression, the Pacific Northwest, and 
the Puget Sound area in particular, was 
fallow ground then for the proposition 
that Socialism offered sole and rightful 
means for resolvement of the so-called 
“power issue.” A sizable portion of the 
population was receptive to such idea be- 
cause of nationality background in Eu- 
ropean co-operative movements, together 
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with vigorous political agitation. There 
was the traditional far western distrust of 
“eastern money interests,” spurred by 
demagogues who cried that the heritage 
of the people—in the form of “magnifi- 
cent rivers from majestic mountains” 
—was being “seized for private gain by 
Milk Street (Boston) and Wall Street 
(New York).” 

There had been unwise and improper 
management practices prior to 1930, 
There had been a street railway sale to 
the municipality, which aroused a long- 
sustained suspicion and bitterness in Se- 
attle. There had been sales to people in 
the company’s territory of preferred 
stock, the market price of which dropped 
precipitously during the depression. This 
caused a bad reaction among local stock- 
holders. 


Re the beginning of the century, 

while the private electric utility com- 
pany was bemused by interurban—street 
railway and industrial power load culti- 
vation—the municipal systems of Seattle 
and Tacoma were thus enabled to expand 
at will in the domestic field. By 1930, the 
Puget Sound area undoubtedly was the 
major stronghold of publicly owned pow- 
er in the nation. 

Thus was the stage set for authoriza- 
tion, by vote of the people of Washington 
in 1930, of county public utility districts. 
These districts, among other powers, were 
given the right to condemn private pow- 
er systems piecemeal, and to issue and 
market revenue bonds in unlimited 
amount. This they could do without ref- 
erence to the people—an authority extraor- 
dinary in all the annals of American 
politico-governmental agencies. 
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a with the private power indus- 
try as a whole in the “national dog- 
house,” there came the entry of the fed- 
eral government, in massive and unprece- 
dented scale, into the electric power indus- 
try of the Pacific Northwest. The region- 
al federal power agency, acting on in- 
structions from the national administra- 
tion of the day, immediately embarked 
upon a program designed to substitute 
public for private power in all areas and 
at all system levels, from and including 
generation to and including neighbor- 
hood distribution. 

Naturally, as it was in the heart of the 
municipal ownership belt, and because 
public sentiment was believed favorable, 
Puget was marked for initial destruction 
—a projected fate regarded by public 
power zealots as “the key to regional vic- 
tory.” For many years we were forced 


to operate with the “Sword of Damocles” 
hanging over our heads. We were “ham- 
strung” and “hog-tied”—while “sitting on 
a keg of dynamite”—and victimized by 
the public power actions against our prop- 
erty. 


How Puget Survived 


jb public power advocates did not 

think it possible for the company to 
steer a steady but difficult course of sur- 
vival between “the whirlpool of a merger” 
and “the rocks of condemnation and con- 


fiscation.” It is vastly satisfying now to | 
be able to report that we of Puget 


won our struggle for survival and the 
right to continue in the people’s serv- 
ice. But it was a long and taxing fight— 
the details of which are many and varied 
—and often astounding. For many more 
years than pleasant to recall, most of the 


sources of development capital would not 
have wagered “a plugged nickel” on 
Puget’s chances. I do not need to elab- 
orate on the effects of such a situation 
for a private corporation. Nevertheless, 
this roadblock—and many more as critical 
—were surmounted or eliminated. The 
foundation on which such victory was 
built, and the tools with which it was 
fashioned, pretty much constitute my an- 
swer to the question: “What should and 
can be the future of the electric utility 
industry, and how may it be insured?” 


A one who has experienced three dec- 

ades of desperate struggle to save a 
private company from engulfment by pub- 
lic power, I am convinced that the ver- 
dict on our labors is to be earned and 
found only in the mass mind of men of 
good will—and the mediums of communi- 
cation. It is the people who, in the long 
view, determine the health and destiny of 
a public service institution—privately or 
publicly owned. Surely, this is as it should 
be—for the virtual all-electric community 
—and country—confronts the power in- 
dustry with a responsibility far beyond 
its own of the past—and far surpassing 
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the burden of any comparable activity. 
This is a fact of amazing proportions. 

The extent to which the people of today 
place their faith in the ability of the 
electric utility industry to perform ade- 
quately in war, as well as peace, is un- 
equaled in man’s long history. I am sure 
this is a sobering thought for all of us. 

I believe it no exaggeration to assert 
that this trust is so all-encompassing, so 
fraught with vital significance to all our 
people, that we must regard it sacredly. 
This being so, the quality of the per- 
formance of the electric utility industry, 
conventional or nucleonic, must natural- 
ly be measured by a great deal more than 
the usual yardsticks of operation. 

It is presently indicated that the fu- 
ture of the industry can be bright indeed. 
This will be determined, in largest de- 
gree, by the quality and nature of the 
leadership of the industry, and the leader- 
ship of the states and of the nation. 

The complexity of the times in which 
we live creates an urgent and far-reach- 
ing demand for leadership. These re- 
quirements will be met when every Amer- 
ican practices the art in his own life— 
in his home—on his job—and in connec- 
tion with church and school, and public 
affairs in general. 


Some Guiding Principles 


_— many years of “cliff hanging”’ 
~~ which came to be known in some- 
what sober jocularity as “The Perils of 
Puget”—I believe we demonstrated valid- 
ity of several basic precepts. Three in 
particular, I am satisfied, are vital to the 
future of the industry as a whole: 

One. Only by the will of the people can 
a private utility in the public service field 
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exist and prosper. We must ever be faith- 
ful to the responsibilities we have accepted, 
and dedicated to an ideal—“The Great 
Cathedral”—a vision of community part- 
nership, not only hoped for, but vigorously 
worked for! 

Two. Only through truth—whole and 
undiluted—and the utmost candor as to 
aims and advantages of private enter- 
prise, can the confidence and support of 
the people be earned, deserved, and main- 
tained. 

Three. Only through wholehearted co 
operation among all electric utility seg- 
ments—private and public—government, 
national, and local—and with due regard 
for the people’s aspirations in all fields of 
endeavor, will our industry achieve full- 
ness of potential accomplishment and ap- 
propriate reward for its services. 


I WELL realize I am not espousing a 

corporate way of life hitherto un- 
known to the electric utility industry. It 
is blessed with a goodly supply of high- 
minded and able leadership deeply con- 
scious of its public—as well as its private 
—obligations and responsibilities. And it 
is, of course, this leadership which large- 
ly will determine the scope of the indus- 
try’s future. 

As often has been said: “The man is 
not indispensable; but leadership is.” 

And, as noted, the tone and quality of 
such leadership are and will continue to 
be determinate! 

Puget was preserved in the public serv- 
ice—and its policies and practices finally 
publicly ratified—because for more than 
a quarter of a century its management 
appealed to the people with facts, fair- 
ness, and frankness. After more than 
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two decades of truth telling, careful and 
considerate and usually kindly — but 
brutally incisive when occasionally neces- 
sary—the will of the people was crystal- 
lized and it prevailed. This was con- 
clusive and covered even the never-never 
field of politics—and was a remarkable 
reminder that the private company sup- 
plying electric service should be forever 
aware that the politician is but the crea- 
tion and creature of the people. He re- 
sponds in public affairs to that will and 
to his own conscience—and properly to 
nothing else! 


Recent Danger 


+ eel relatively a few years ago, the 

whole of Puget’s magnificent system 
was threatened by condemnation and con- 
fiscation—federal, PUD, and municipal. 
As a result, the company was forced to 
dispose of a portion of its distributive 
properties, and thousands of customers 
(notably in Seattle and Snohomish coun- 
ty). In some cases it was necessary to 
sell property in order to keep the com- 


pany’s “head above water.” But, signifi- 
cantly, despite years of controversy, the 
company suffered no financial loss—as 
in the disposition of property, Puget re- 
ceived fair prices. 


AS a matter of fact, gains were made 

over the long haul from 1931 to 
1960. Electric plant value increase was 
over $100 million, or about 110 per cent, 
despite almost $60 million in forced sales 
and large power purchase contracts. An- 
nual gross revenue almost doubled to in 
excess of $36 million. Despite custom- 
er losses, we had over 225,000 customers, 
or around 45 per cent more than twenty- 
nine years before, and average residential 
annual kilowatt-hour use jumped ap- 
proximately eight times, to almost 9,000. 
Annual kilowatt-hour output, and yearly 
peak demand both tripled during the 
period. 

In the end, by public consent, condem- 
nation efforts were abandoned, and, sub- 
sequently, when powerful financial and 
“foreign” utility interests sought to force 
Puget into a merger, the people of the 
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company’s operating area arose militantly 
to its defense. They made it clear, abun- 
dantly so, that they wanted it maintained 
as an independent, locally managed, pri- 
vately owned electric power system dedi- 
cated to the public service. 


7 people went further. They made 

all concerned acutely aware that they 
wished to avoid dominance of the indus- 
try by either private, municipal, or coun- 
ty public utility district systems—and 
that, above all, they did not want fed- 
eral regional direction which would en- 
tail area-wide economic control. It was, 
in my judgment, a people’s victory of a 
definitive nature. As Washington’s senior 
Senator, Warren G. Magnuson, said to 
me in a letter, dated December 14, 1953: 


I have always thought that our real 
problem here in the Pacific Northwest 
was not only the development of kilo- 
watts, but the right kind of kilowatts 
—cheap kilowatts. That has been our 
competitive advantage. I have come to 
the conclusion that our real future lies 
in the development of both private 
and public power, which would pro- 
duce those kind of kilowatts. It was, 
therefore, with a great deal of satis- 
faction that on that day in the public 
press I read your announcement that 
you felt we could have a partnership 
that could do the kind of a job that 
was necessary for the economic poten- 
tial of this whole area. I want to com- 
pliment you on it and I want you and 
your stockholders to know that this 
is the kind of thing that we all have 
been talking for years. There’s no rea- 
son why such a fine private power 
organization as yours cannot live to- 
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gether in the development of our fu- 
ture. 


b ewmuny however, did not spring full- 

blown from the public mind. It came 
after years of contest between two leader- 
ships, poles apart—the one seeking social- 
istic-governmental ownership and con- 
trols—the other striving to maintain the 
“climate” for free enterprise, individual 
opportunity, private property, and civil 
rights. 

The decision, once made, was an en- 
dorsement, in fact, of the practices and 
policies followed and openly advocated 
by the leadership of Puget for many years. 
Decisive public approval came from a 
well of earned good will. Such a reservoir 
of neighborly esteem is the best and tru- 
est depository of insurance of the fu- 
ture for the man, or company, in the pub- 
lic service. 


Puget’s Tools of Leadership 

guprad I can best project my thoughts 

on the future course management in 
our industry should follow, by describ- 
ing the tools and method used by the lead- 
ership of Puget in winning its fight for 
life and back to tip-top condition. For 
twenty-nine years Puget persistently low- 
ered its rates until they are now more than 
60 per cent less than in 1931, and 50 per 
cent below the national average—lower 
than the vaunted TVA “yardstick”—and 
substantially competitive with subsidized 
public power in the company’s area, All 
the while, because of the high standard 
of service, sound load building, and the 
greatest expansion of facilities possible, 
Puget’s customers grew in number, as 
related, and each used more energy an- 
nually. The company decentralized op 
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erations by relocating its offices and dis- 
tribution centers for convenience of the 
people and in the interest of efficient and 


| economical system functioning. We built 


our headquarters and subheadquarters 
where our customers were—and placed 
our line crew distribution buildings so as 
to reduce travel and establish our em- 
ployees throughout the territory as neigh- 
bors of customers. 


I HAVE stressed co-operation. Puget 

practiced it to the limit and to an ex- 
tent unmatched, I believe, in the nation. 
We urged and obtained formation of the 
Puget Sound Utilities Council—composed 
of Puget, Seattle City Light, and Tacoma 
City Light and two major contiguous 
public utility districts—Snohomish and 
Chelan. This agency, in which each mem- 
ber is operationally autonomous, is a 
planning and engineering organization 
through which private and public power 
alike have guaranteed to meet the Puget 
Sound-Cascade region’s maximum de- 
mands for power. The council also main- 
tains a power pool, which has distinct 
advantages. 

Puget aided in preliminary financing 
of certain major PUD hydro projects on 
the Columbia river, and also contracted 
with the districts for its power needs for 
years into the future—over and beyond 
the product of its own new generation. 

PSUC also maintains, on behalf of 
all of its members, a constantly function- 
ing study group in the field of atomic 
electric power, although it is likely true 
that the Pacific Northwest will be the 
last region in which nuclear-produced 
electricity will become economically com- 
petitive with the hydro product. Never- 


theless, Puget, along with other private 
companies of the nation, financially sup- 
ports and participates in studies as a 
member of High Temperature Reactor 
Development Associates, Inc. “HTRDA” 
has signed a $39 million contract with the 
United States Atomic Energy Commis- 
sion for construction of a 40,000-kilowatt 
prototype station, to be the world’s first 
high-temperature gas-cooled nuclear pow- 
er plant (on Philadelphia Electric Com- 
pany’s system). 


A New Concept of Washington State 


See co-operative effort of private 

and public power has met with over- 
whelming public approval, and it caused 
the famed writer, William Hard, to say 
in Reader’s Digest: 


My favorite American region, right 
now, is the Pacific Northwest .. . it 
contains the most vigorous effort now 
existing in the United States toward 
getting away from undue dependence 
on the federal government and toward 
a renewal of local self-reliance. . . . 
This is a shot that should be heard 
around the nation. 


(We have come a long way since Jim 
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Farley described Puget’s home state as 
“the soviet of Washington.”’) 

Not alone through such comment did 
Puget’s leadership appraise the public at- 
titude. Through repeated polls, conducted 
by Louis Harris and Associates, inde- 
pendent of the company, Puget plumbed 
public opinion and sought to know the 
wishes and reactions of the people. When 
indicated, remedial action was taken at 
once. We found this method of measur- 
ing regional sentiment to be of great 
value. By its results, we were guided in 
eliminating error and preserving virtue. 


He labor relations are essential, 

of course, and the requirement here 
is constant, skilled,-and sympathetic at- 
tention. Only thus may the welfare of 
employees, their rights and rightful fu- 
ture, be maintained in compatability with 
an electric utility’s vital need to take full 
advantage of laborsaving devices and ex- 
panding electronic automation, if custom- 
ers are to get the best possible services at 
the lowest cost. 

The electric power industry should be 
the leader in community and regional de- 
velopment. Over the years Puget adver- 
tised in national publications the poten- 
tials of its area for new industry—it 
sponsored visitations of business leaders 
to other parts of the country for promo- 
tional purposes—it made available to all 
its area communities the services of in- 
dustrial survey and development authori- 
ties. Puget also had surveys made to de- 
termine industries best suited for the 
area and most desirable for particular 
locations. The public is quick to appreci- 
ate such mutually beneficial activity in 
this field in which any electric utility can 
be a “natural leader.” 
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I URGE full participation by the indus- 

try in public affairs. When a utility’s 
welfare is directly, obviously, and un- 
avoidably affected politically, then it 
should act openly in its own behalf 
through customary and proper channels, 
It should insist upon all corporate and 
civic rights properly its due, and, in re- 
gard to government and legislative bodies, 
should openly exercise all the rights and 
privileges accorded good citizens. Try 
to be sure of a sound position—then fight 
for it—and be wholly candid, as I have 
urged, with the public always! 


The Utility’s Public Relations Duty 
HE utility company must be non- 
partisan, ageless, and color-blind in 

extending its hand of friendship. It may 

have to be, on occasion, a combination 
of a big brother and a Dutch uncle and 

Biblical Job, But the end goal is the same 

—the good will of the public. If it has 

this, it need fear no government inquiry, 

no political reprisal. If it has this, no 
critic can prevail, no hostile action can 
destroy. For as a leading member of the 

U. S. Senate put it to this author, “if 

the people are with you, who else can 

be against you”? 

An electric utility, to wholly and suc- 
cessfully meet its obligations, must build 
and maintain what I think of as “organ- 
ization character.” In this regard, it must 
be second to none in its community. It 
must look good—and it must be good! 
Forget the term “quasi-public service.” 
Electric utilities, even when privately 
owned, are completely in the public serv- 
ice. 

Only by dint of faith and hard work, 
and the magnificent resoluteness of the 
men and women of our company, were 
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we able to see Puget survive its “darkest 
hours.” Through it all, I looked to the 
institution, to the people who make it up, 
to the families and industries of the area 
it served, and I dreamed of the untold fu- 
ture ahead for all of us. And so, 
notwithstanding the evils which beset us, 
I had to conclude that Puget should con- 
tinue because of its basic merit! For to 
turn back would have been to deny a 
destiny that cried out from the wilderness 
every long hour before the dawn. 


HUsS, we moved ahead, and the com- 

pany today is in the best shape ever. 
The rewards for all concerned have been 
very substantial. For instance, the market 
price of Puget’s common stock currently 
is almost 100 times greater than in 1933. 
Dividends on the common stock have gone 
from nothing in 1933 to $1.56 per share 
at present (equivalent to $2.34 after ad- 
justment for the stock dividend paid in 
1955). The present common stock was is- 
sued in exchange for the company’s for- 
mer $6 preferred stock in 1943, with 
eight shares of common given for each 
share of preferred. 








This was accomplished by a leadership 
which never wavered from its faith that 
right could prevail if its way be cleared by 
persistent advocacy of sound and basic 
principles. We of Puget decided long 
ago to be “cathedral builders” for man- 
kind—rather than “money-changers in 
the temple.” Into the building have gone 
fruitful labor and service for public bene- 
fit. It has resulted in what we like to think 
of today as “the high character of Puget 
Power.” 


The Declaration of Faith 
HIRTY years ago, at the outset of 
Puget’s long struggle for survival, 


I penned a “declaration of faith” which 


appeared over my signature as company 
institutional advertising in all the news- 
papers of our area. It was based on the 
parable of the men building a cathedral. 
“What are you doing?” they were asked. 
“Laying bricks,” one replied. “Making 
$12 a day,” answered the second. But the 
third, gazing upward at the rising majesty 
of the mighty pile, replied: “Building a 
great cathedral.” 

Then I addressed the people of Puget’s 
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territory in this way : “We, too, are carry- 
ing bricks; we, too, are engaged in the 
business of earning a living and, like the 
third workman, we feel that we also are 
building a great cathedral. Ours is an 
ever-rising structure of public service that 
brightens lives, increases happiness, mul- 
tiplies man power, and motivates indus- 
try throughout the rich and rapidly de- 
veloping territory it is the privilege of 
Puget to serve. 

“Not alone for today—not alone for 
next year—must our plans be laid to 
meet the electrical needs of our domestic, 
commercial, industrial, and agricultural 
customers. Far into future years must this 
program be charted to care adequately and 
efficiently for an increasing population, 
new and growing industries, and a great- 
er public service. 


on V Ve in this organization fully rec- 

ognize this responsibility, which 
is placed squarely upon our shoulders. 
Our management must be the active, 
vital force which takes men, money, and 
materials and puts them to work to ren- 
der a useful service for the benefit of the 
public which buys, of the investor who 
advances the money, and the employees 
who labor for the success of the enter- 
prise. To successfully fulfill our obliga- 
tions means that: 

“The people we serve should obtain 
courteous, prompt, reliable, and efficient 
service at the lowest possible cost ; 

“Those who put their money in the 
enterprise should receive a fair return 
on their investment; 

“We should have employees who are 
fairly compensated for the work they do— 
who have the necessary technical skill— 
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who are in complete sympathy with our 
ideals of public service, who are good 
citizens you will be delighted to have as 
friends and neighbors. 

“This is the cathedral we would build. 
And as we build, we join with the peo- 
ple of the entire state in constructing an- 
other cathedral—a greater state of Wash- 
ington—a mighty edifice of rich re 
sources, of great industries, and of use. 
ful institutions — the home and play- 
ground of a happy people.” 


| we later, after Puget had won its 

victory as well as renewed well-being 
and strength, and was dedicating a new 
and splendid headquarters building, I pub- 
licly said: 

We all know that any community 
or institution can exist only by con- 
sent of a democratic society—that 
what people get they must receive from 
a system that places the highest pre- 
miums on free choice. We can achieve 
only with the active support of our § 
fellow citizens. ... 

There is an important lesson in this 
for a corporation such as Puget. We 
know that a company today must pay 
careful heed to safeguard the demo- 
cratic system of privileges and respon- 
sibilities, of freedom and obligations. F 
We must do this at all times—even in 
areas that ordinarily would at first ap- 
pear to be beyond the immediate cor- 
porate realm. 

Corporations are essentially eco 
nomic-action institutions in our society. 
They must venture and they must risk 
in order to produce. But in this opera- 
tion corporations must take care to 
recognize the rights of others they do 
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business with. This means that while 
recognizing their right to bargain with 
labor, corporations must also recog- 
nize labor’s right to bargain with man- 
agement. While realizing that a balance 
must be obtained between industrial 
and agricultural prices, they must also 
recognize the right of farmers to a 
fair return. While recognizing that con- 
sumers should pay a price which yields 
fair profit to the corporation, the com- 
pany must bend every effort to make 
sure it maintains prices at the lowest 
possible level. 

But it is not enough that we simply 
add to this area’s economic health and 
growth. Ours is also the obligation to 
contribute to the spiritual, moral, and 
social well-being of all communities 
and their people—and at all times to 
be a good citizen. 


The Proper Réle of Government 


— pivot of the nation’s econ- 

omy has come to be the necessarily 
ever-expanding electric utility industry. 
Due to ceaseless research, the challenges 





of new horizons are constantly being met 
through ever-increasing areas of use and 
a steady stream of new applications. The 
electric utility industry is a bulwark for 
national security—a self-starter in the 
planning and building of new industries— 
a provider of adequate electricity for the 
satisfaction of human wants. These are 
mighty ingredients that make for a rich- 
er, fuller, better life for all. 


Wwe this concept is acknowledged 
under a system which fundamentally 
respects the dignity, worth, and freedom 
of every human being, then we of the elec- 
tric utilities may know we are succeeding 
in a job that has earned the confidence 
of our share owners, our employees, our 
customers, and all of our fellow citizens. 
Anything so basic as electric service, 
must of public necessity be enabled to be 
healthy and to thrive. It would be cata- 
strophic if the electric utilities were in 
any way prevented by man’s shortsight- 
edness from being strong and dynamic. 
To fulfill their responsibilities, utilities 
must be maintained in sound financial 
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health through reasonable rates and 
dynamic and farsighted management. 


. public service commission of the 
state of Washington, under the able 
leadership of Chairman Francis Pearson, 
follows a policy of treating both the pub- 
lic and the utility company fairly—rec- 
ognizing that so doing best enhances the 
people’s welfare and makes for the de- 
velopment and growth of the state. 

A stark conclusion, arrived at from 
my thirty years of experience in utility 
management in the Pacific Northwest, is 
that government should not directly—or 
under any pretext or subterfuge—engage 
in the generation or distribution of elec- 
tric power. Along with electric power 
produced by the government, go stifling 
economic and other controls, so that a 
community or region is unable to stand 
on its own feet and to achieve its right- 


ful destiny—and the people are put in a 
“strait jacket” as to what they can and 
cannot do. 


HIs is in direct violation of the con- 
cepts on which this country was 
founded and circumvents all opportuni- 
ties for growth—both personal and other- 


wise. The people of this region do not 
want government to regiment their lives 
or control the economy of the state. Any 
power available as a by-product of flood 
control, navigation, etc., should be sold 
on a fair, co-operative basis to local util- 
ities—both private and public. 

Better yet, the government should en- 
able the local utilities to build major pow- 
er projects, with the government only 
providing facilities for irrigation, flood 
control, and the like, as may be required. 
Co-operation between local public agen- 
cies and the private electric companies in 
the building of huge power projects has 
been very successful and beneficial to all 
concerned in the state of Washington. 


 hagelenel utilities have performed mag- 

nificently and will continue to be a 
vital factor in this country on behalf of 
the people’s welfare, assuming the fed- 
eral and state governments adhere to the 
precepts of the Founding Fathers and the 
American heritage is preserved. If gov- 
ernment proves unequal to the challenge, 
then it will not be the electric utility in- 
terests alone—but every enterprise and 
every man and woman in the nation— 
that will be sacrificed. 





Faith without Work Fails Socialists 


JIT HE times seem to be increasingly bleak for the Socialists, as 

witness the rueful comment of Professor John Kenneth Galbraith 
that in India, ‘it is the Socialists who are responsible for the paralyz- 
ing belief that success [in industrialization] is a matter of faith, not 


work.’ How many of the Belgian Socialists . . . 


striking against gov- 


ernment austerity programs brought on by the liberation of the 
Congo were critics of Belgian imperialism in Africa?" 
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—EDITORIAL STATEMENT, 
The (Baltimore) Sun. 





A tendency towards language proliferation is 
nowhere so maddening as among professional 
specialists, such as engineers, accountants, law- 
yers, financial men, etc., engaged in the same 
overall business and often talking about the 
same plant property or system as in the case of a 
public utility. This article deals with setting up 
common denominators for words which might 
otherwise have different meaning to different 
people. 


By GEORGE S. McDERMITT* 


OR years, the various departments of 

public utilities concerned with their 

companies’ construction activities 
have been separated by language barriers. 
The accountant talks of property records, 
loading factors, double entry bookkeep- 
ing, assets and liabilities, capital invest- 
ment, and plant accounts. The engineer 
speaks of construction standards, cost 
estimates, standards sheets, and installa- 
tion costs. The warehouseman converses 
in terms of material by class and item 
numbers. 

The line crews and their  super- 
visory personnel speak of crew hours, 
crew days, and jobs completed. The ac- 
countant, the engineer, the warehouse- 
man, and the line crews are all trying to 
reduce the cost of construction. How can 
we devise a common language, or if you 
prefer, a common denominator so that 
all of these professions will use the same 

*Engineer, Arizona Public Service Company. 


For additional personal note, see “Pages with the 
Editors.” 
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nomenclature? With better communica- 
tions, we can increase by many fold the 
possibility of reducing costs. 


_ not adopt a method utilizing a 


common terminology throughout 
the company—or even throughout the 
industry—that would eliminate the exist- 
ing language barrier and at the same time 
result in a more efficient operation? As a 
by-product, you could also more easily 
evaluate the effectiveness of the con- 
struction and engineering personnel. 
Numerous utilities have accomplished 
various phases of this concept, and I firm- 
ly believe that these various facets can 
be molded together to bring about a com- 
patible relationship among accounting 
units, retirement units, work measure- 
ment units, and construction specifica- 
tion sheets. Can it be done? 
Let us define this hypothetical unit ap- 
plicable to all of the areas of operation 
as a “compatible unit.” 
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A™ these the prerequisities of a “com- 
patible unit” in these departments? 

1. In Engineering: 

The engineer must be able to utilize 
the compatible unit as a means of esti- 
mating work orders or job orders con- 
forming to the company’s construction 
specifications. 

2. In Warehousing : 

Depending upon the magnitude of the 
compatible unit, stores must be able either 
to receive or issue material by entire 
units or segments thereof. As for ex- 
ample—a crossarm with pins, bolts, and 
braces, or only a crossarm. 

3. In Purchasing: 

The compatible unit must be of such a 
grouping of materials that vendors can 
supply it intact without a penalty. Some- 
times this is preassembled and often it 
is prepackaged. As for example, the 
vendor will ship the crossarm with braces, 
pins, and bolts as a package or assembled. 

4. In Construction: 

The construction forces must be able 
to readily recognize and report the addi- 
tions and removals of utility plant by the 
compatible unit or any segment thereof. 

5. In Accounting : 

The compatible unit must be acceptable 
to accounting as a means of fulfilling its 
functional responsibilities regarding the 
addition and retirement of utility plant 
as well as operation and maintenance. 
This is required by regulatory authorities. 

6. In Measurements: 

The compatible unit must provide a 
means of measuring not only the quan- 
tities, but also the effectiveness of the 
work done by the operation or construc- 
tion forces. 

With problems of this magnitude, it is 
better to start with a simple premise. 
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The selection of compatible units for ac- 
ceptance by six different departments will 
be greatly accelerated if we use a simple 
illustration, For example, in account num- 
ber 392—transportation equipment. 


“A Truck Is a Truck Is a Truck” 

 foneag our compatible unit in mind, 

point out a truck to a six-year-old 
boy and ask him what it is. He will tell 
you, “it is a truck.” Ask the purchasing 
agent what he is buying and he will tell 
you, “a truck.” Ask the accountant how 
he carries it on the property records and 
he will tell you, “as a truck.” 

Now, this truck contains numerous 
items which must be replaced periodical- 
ly due to breakage, obsolescence, or wear 
and tear; and no one questions whether 
the charges for these replacements should 
be allocated to plant accounts or expense. 
It is common knowledge to the account- 
ant, engineer, warehouseman, and garage 
foreman that it is expense. They know a 
truck is a unit of property comparable 
to our compatible unit. They know a 
truck is an addition or retirement in its 
entirety to utility plant. 

Can we continue our line of rea- 
soning along this channel and _ inves- 
tigate the feasibility of formulating 
acceptable compatible units in our mass 
property accounts, such as transmission 
and distribution? 


HE property retirement units as de- 

fined by the Uniform System of Ac- 
counts are rather broad; yet, from an 
objective analysis, one can perceive the 
probability of correlating our compatible 
units with these retirement units, either 
in part or in whole. 
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The Uniform System of Accounts for 
transmission and distribution, for ex- 
ample, sets forth many retirement units 
unquestionably similar to our truck, such 
as: 

. Lightning arresters 

. Towers 

. Circuit breaker 

Disconnecting switches 
Transformer 

. Overhead service 

Meter 

Pole, wood, steel, concrete, or other 
material 


ONAMWAWNe 


A pole is a pole is a pole, but why is it 
that the minute the construction forces 
decorate a pole with material according 
to construction specification sheets, the 
mutual thinking dissolves into many dis- 
associated courses of action, each taking 
a different path, but all directed toward 
the same goal—that is, additions and re- 
tirements to utility plant. 


( canarias forces are constantly 
changing plant in service with the 
use of a time-saving device called pre- 


engineered ‘construction specification 
sheets” or “construction estimating 
units.” It is often defined or called a 
standards sheet. We should inspect these 
construction sheets for they come first 
in the order of events leading to actual 
construction. Can we adopt a “‘construc- 
tion specification sheet,” or a portion 
thereof, as a retirement unit? Can a re- 
tirement unit be adopted by the various 
personnel in line construction  engi- 
neering, warehousing, or operations to 
create a “compatible unit” that can be 
used throughout all departments? Can 
the accountant adopt an accounting pro- 
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cedure that will close to plant accounts 
these compatible units created from “‘con- 
struction estimating units” or “construc- 
tion specification sheets” by engineers and 
reported by the field forces? If so, we 
have pre-engineering and preaccounting 
expressed in compatible units—units 
which may not be exactly the same, but 
at least are compatible. 


Let us look to accounts numbered 354 
and 355 in transmission, and number 
364 in distribution classified as poles, 
towers, and fixtures. Some definite com- 
patible units (back to our truck) are: 


1. Racks complete with insulators 
2. Pole 

3. Tower 

4. Excavation, backfill, and disposal of 
excess excavated material. 


N let us group the miscellaneous 

pole hardware and material into 
some form of recognizable retirement 
units which, in some cases, may be a 
“construction estimating unit” or a “con- 
struction specification sheet” : 


1. Down guys and head guys 
Includes anchor, wire, insulators, 
clamps, preformed dead ends, 
guards, and bolts. 

. Crossarms, single 8-foot and under: 
Includes all necessary hardware. 

. Crossarms, double 8-foot and un- 

der : 
Includes all necessary hardware. 

. Crossarms, single 9-foot to and in- 

cluding 12-foot: 
Includes all necessary hardware: 

. Crossarms, double 9-foot to and in- 

cluding 12-foot: 
Includes all necessary hardware. 
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6. Crossarms, single over 12-foot: 
Includes all necessary hardware. 

7. Crossarms, double over 12-foot: 
Includes all necessary hardware. 


ene, account 356 in transmission 
and 365 in distribution ‘overhead 
conductors” can be grouped so that re- 
tirement units may, in some cases, be the 
same as “construction estimating units” 
or “construction specification sheets.” 


1. Conductors, two continuous spans of 
one circuit. 
This could be subdivided into 
three or more classifications, but 
not include dead-end insulators, 
such as: 
(a) Number 1/0 or smaller or 
equivalent 
(b) Above 1/0 to include 477 
MCM or equivalent 
(c) Above 477 MCM or equiva- 
lent 
2. Dead-end insulators, one installa- 
tion. 


These units while not complete, suffice 
for my illustration in the compatibility 
of a unit to be used by the accountant, 
engineer, warehouseman, construction 
man, purchasing agent, and measure- 
ments engineer. This is communication 
within the six groups. 

The engineer’s construction specifica- 
tion sheets need not be changed material- 
ly, for all we need to do is examine each 
one independently and define the num- 
ber of compatible retirement units con- 
tained therein. Some changes are neces- 
sary. 

The engineer, of necessity, must be 
cognizant of these retirement units when 
preparing a work order to determine the 
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allocation of charges either to plant ac- 
counts or expense. 

Do you think we can get the account- 
ants, the engineers, the warehousemen, 
the construction forces, the purchasing 
agents, the measurement engineers to give 
and take a little bit in order to get a com- 
mon language in terms of a compatible 
unit? The objective is to improve the 
communications among these six profes- 
sions, if you will, and at the same time 
reduce the cost of construction by pro- 
ducing quickly more data on actual costs. 

Do you think we can reduce costs in 
these areas? 


l In ENGINEERING: The engineer pre- 
® paring the work order has only to 
write down on the work order estimate 
the construction specification sheet num- 
ber which may show on its face the esti- 
mated cost thereof, and make a total esti- 
mate for the job. Or, better still, let elec- 
tronic data processing compute the cost 
and print the work order. There is a 
question if he is to prepare a total cost 
estimate of the job, of whether he should 
record direct costs with or without over- 
heads, or, again, is this a more economical 
function of a computer? There is a ques- 
tion as to the variations of specifications 
as to size of pole, crossarm, etc. There is 
a question as to whether such variations 
should be designated by a prefix or a 
suffix to the specification sheet number. 
(To those who went through the early 
days of plant ledgers in 1938, the prob- 
lems I have enumerated here are simple. ) 


In WareEHOUSING: The electronic 

* unityper puts on magnetic tape the 
construction specification sheet number, 
the estimated cost, and other pre-engi- 





LET’S ALL TALK THE SAME LANGUAGE 





t ac- ARIZONA PUBLIC SERVICE COMPANY 





ount- 
men, 
using 
give 
com- 
itible 
the 
>fes- 
time 
pro- 
osts. 
S$ in 






























































7.51 54 | ES: 





GS. 


SEE DRAWING C-701 FOR SECONDARY 
MATERIALS AND DETAILS. 
ALSO C-720 








15-37 re] 


4-15-39 


Ss. 





Se q 


Sper My oi 
M, or Mg = E 





H 
a 
iS 
y 
4 
% 
iy 


/0-/-32 | AGA 

















a 
a 
a 
<p @ 


trex] Quan- DESCRIPTION : 
vw 1 = TO REQUISITION MATERIALS = SEE PAGE 1.10 





APPROVED BY | 0-9. s¢ Fo 


REVISION NO. 


ORAWN BY 
CHECKED BY 





ROTES: 
i = DISCONNECT SWITCH AS REQUIRED 
2 = USE SERVICE CONNECTORS OM DE-ENERGIZED LINES. 


AGA 
AO 
<Z. 





I1-30-S) 





THREE PHASE PRIMARY 
DISCONNECTING SWITCHES 
390-2161 Co585 





CHECKED By |/-9-52 
APPROVED BY |/-9-s2 


ORAWN BY 

















APRIL 27, 1961 





PUBLIC UTILITIES FORTNIGHTLY 


neering and preaccounting data pertain- 
ing to that particular job. The magnetic 
tape is fed into the electronic data proc- 
essing machine and there is printed a 
request on the warehouse, or a materials 
issues ticket, on which the material is 
listed in the bin order. In other words, 
the class and item number is sorted and 
printed on the high-speed printer in the 
same sequence as the bins are located in 
the warehouse. I have learned from com- 
panies now so doing that this saves 15 
per cent to 25 per cent of the labor costs 
of filling orders in the warehouse. We 
also eliminate the necessity of a person 
taking individual items off of several 
bills of material and then summarizing 
so as to prepare a materials issues ticket, 
and eliminate his mistakes while doing so. 
This would also eliminate the consequent 
delays of the crews getting away from 
the dock in the morning. It is no problem 


for the computer to subtract the materials 
issues from the total on hand and at a 
later date print out a warehouse inven- 
tory. 

The details of this type of materials 
and supplies accounting are well known. 


In PurcHasinc: When the supplies 

¢ in a bin have reached the minimum 
ordering point, the purchasing depart- 
ment receives a preprinted purchase order 
by way of an electronic data processing 
machine that prints the standard order- 
ing quantity by a high-speed printer, 
flexowriter, or punch card. As is well 
known, many companies now use this 
method. The purchasing department buys 
the materials to go into the warehouse in 
accordance with preassembly or prepack- 
aging directly related to the construction 
specification sheet. I have recently learned 
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of a telephone company which has started 
to buy prepackaged materials for the first 
time. As for example, the vendor will 
ship the crossarms with braces, pins, and 
bolts as a package or, if you prefer, pre- 
assembled. 


In Construction: Since we have 
® pre-engineering and preaccounting, 
the construction forces have only to re- 
port the completion of a job to the ac- 
counting department. Variations from the 
original specifications are reported on a 
change order. I know of at least one com- 
pany that now processes with electronic 
equipment the closing of work orders to 
the predetermined FPC plant account 
number. There are many others on the 
drawing board. 


In AccounTInG: The compatible 
®* unit would make possible preac- 
counting on mass jobs. When field forces 
report the completion of a job in accord- 
ance with the pre-engineering, it is then 
only necessary to tickle the electronic 
machine to close the job. Only excep- 
tions need to be reviewed by the plant 
accountant. 


In MEasuREMENTS: The reporting 

* of quantities of work done by the 
operations and construction forces is an 
area in which all would like to see great 
progress. Accountants are interested in 
knowing what the cost per unit is, but, 
more important, how can the cost per 
foreman, as well as to the engineer, in a 
foreman, as well as to the engineer, in a 
language which both will understand? 
The measurement unit must be adapted 
to fit the nomenclature of the accountant, 
the engineer, and the other professions. 
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HE transition from engineering esti- 

mates to actual construction to ac- 
counting units is beset with many inroads 
of confusion. But, with the merging of 
the retirement units and engineering con- 
struction specification sheets and items 
into a computer, I think the days of or- 
ganized chaos are numbered. The com- 
puter can electronically sort, identify, 
and produce any number of desirable op- 
erations. 

Since engineering “construction specifi- 
cation sheets” define the way the con- 
struction forces decorate a pole, doesn’t 
it appear plausible that we continue our 
“modus operandi,” that is: 


1. Engineer work orders by construc- 
tion specification sheets. 
2. Assemble material on a pole by these 
construction specifications. 
. Reports from our field personnel by 
construction specification sheet num- 


ber. 


To develop a work measurement unit, 
time standards can be assigned for each 
construction specification sheet in man- 
hours or dollars. 


N let us take the work order en- 

gineered by construction specifica- 
tion sheets and recite some detailed, de- 
sirable results from electronic data proc- 
essing. These are not all, as will be 
quickly recognized. 

Within the computer, a construction 
specification sheet number is identified 
with an individual list of material by 
class and item number and warehouse 
bin order, retirement units with proper 
FPC plant account number, labor cost, 
and man-hour standards. Thus, we see 


that it is the computer acting as a 
catalysis that brings about the compatibil- 
ity of work measurement units, retire- 
ment units, accounting units, and con- 
struction specification sheets. From this, 
a computer program can be designed to 
accomplish the following: 


1. Price Work Orders 

(a) Price Material 

(b) Price Labor 

(c) Price Variables by Specific In- 
structions 

(d) Price Transportation 

(e) Price the Property Retired 
Report 

. Print Property Retired Report per 
work order. 

. Print Material Issue Report by 
warehouse bin sequence. 

. Update materials and supplies con- 
tinuous inventory records. 

. Prepare a request to purchasing 
department when minimum re- 
order point is reached. 

. Prepare construction man-hours 
required for scheduling crews. 

. Prepare budget control reports. 

. Prepare statistical monthly report 
on completed work orders, compar- 
ing estimated against actual cost by 
crews and divisions, and also an 
evaluation of the crew’s perform- 
ance. 

. Prepare monthly report of work 
orders with unacceptable variations 
from standard for evaluating, es- 
timating, construction methods, 
material requirements, and ob- 
solescence. 

. Close work order to utility plant 
by additions and retirements by 
the compatible retirement units. 
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There You Have It! 
W: need help to make this proposed 
system fulfill the prerequisites 
stated earlier. Let us summarize: 


1. The engineer has his construction 
specification sheets to prepare work 
orders, and receives a feed-back 
audit of his work orders. 

. The warehouse, depending upon 
each company’s method, can issue 
and receive material by construction 
specification sheet numbers or by 
single items thereon. 

. Purchasing can procure material 
from the vendors by construction 
specification sheet numbers or by 
single items thereon. 

. Field forces can report installation 
and removals by construction speci- 
fication sheet numbers. 

. The accountant has his records for 
additions and retirements to utility 
plant. 

. The effectiveness of our crews can 
be measured by a work measure- 
ment unit. 


Wipe we determine the economic feasi- 
bility of this system in co-operation 
with the electronics people who are well 
versed in this field? For example, in our 
company an analysis was made of 99 
work orders completed during one month 
which disclosed the following data: 


1. The 99 work orders involved only 
27 out of a possible 140 construction 
specification sheets or 19.28 per cent. 

2. The total usage of these 27 con- 
struction specification sheets in 


various combinations for the 99 
work orders amounted to 2,413 
construction units (a construction 
unit = 1 construction specification 
sheet) or an average of 24.37 con- 
struction units per work order. (For 
clarification, one work order may 
use one construction specification 
sheet number for ten construction 
units, another number for five con- 
struction units, another number for 
six construction units, and another 
number for four construction units. ) 

. Of the 2,413 construction units, 20 
construction specification sheets 
represent 1,801 construction units 
or 75 per cent. 

. Of the 2,413 construction units, five 
construction specification sheets 
represent 1,186 construction units or 
49 per cent. 


When an average construction specifi- 
cation sheet contains 11 individual items, 
we can visualize the savings of utilizing 
a computer to do conversions. 


M:* belief is that through the judicious 

application of all of our knowledge 
and years of experience, we can bring 
about the compatibility of work measure- 
ment units, retirement units, accounting 
units, and construction specification sheets 
as a means of measuring the cost of con- 
struction. And, we can measure results 
by units of construction as well as the 
total cost of a single job. We can evalu- 
ate the performance of either the crews 
or of contractor’s crews compared to 
standards. 
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Some Answers to the Question of 
Stock Dividends 


This author suggests a plan which would, in effect, give stockholders 
an option while at the same time complying with Internal Revenue 
Service regulations. He believes that utilities using such an approach 
would enjoy very high price-earnings ratios for their common stocks. 
It would also allow such companies to raise common stock equity 
funds to finance expansion at substantially lower cost. 


By WILLARD F. STANLEY* 


HERE are two basic groups of in- 

vestors in common stocks of public 

utilities. One group desires maxi- 
mum dividend income. This group con- 
sists principally of the large mass of 
investors with relatively small income and 
relatively low federal income tax brack- 
ets. The other group is smaller in num- 
ber, although its per capita investment 
is much greater. This group comprises 
primarily wealthy investors with large 
incomes who are in the relatively high 
federal income tax brackets and who look 
principally to price appreciation in their 
stock and dislike dividend income because 
they have to give so much of it to the 
government, 


*President, Corporate Services, Inc., Brooklyn, 
New York. 


If a stock can be found which will 
appeal to both of these groups, it should 
be attractive, indeed. But there are grave 
difficulties. The obvious answer would 
seem to be to give the stockholders a 
choice as to whether they desire cash or 
stock dividends. Unfortunately, however, 
the Internal Revenue Service has long 
held that any such option to the stock- 
holder makes the stock dividend taxable, 
which, of course, vitiates the entire bene- 
fit of this procedure. 


o tex desirable thing is to find a plan 

which, in effect, gives the stockhold- 
ers such an option, yet where the stock 
dividends will be treated as nontaxable 
by the Treasury. It appears that the utili- 
ties able to develop such a plan would 
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enjoy extremely high price-earnings ra- 
tios for their common stocks, which 
would not only substantially increase 
market values for the benefit of the stock- 
holders, but also enable the company to 
raise common stock equity funds to fi- 
nance expansion at a substantially lower 
cost. 

Before suggesting techniques which 
might solve this problem, let us first give 
some further consideration to the two 
basic groups of investors referred to 
above. The wealthy investor’s desire for 
price appreciation rather than income is 
obvious, but why do the mass of holders 
with smaller incomes, who desire regular 
quarterly cash income for living expenses 
or other purposes, dislike stock dividends? 
If it is the cash they need, why cannot 
they realize this by selling the stock divi- 
dends? 


HE principal difficulty here is that 
in the case of these holders of rela- 
tively small quantities of stock, the stock 
dividend they would regularly receive 
each quarter would probably work out 
to only one, two, or three shares, plus a 
fraction. The problem of the fraction 
can be eliminated, as the Treasury permits 
corporations to pay all fractions in cash 
at market value without this making the 
full shares of stock dividends taxable. 
But the problem lies in disposing of 
these small segments of one, two, or three 
shares of stock at a fair price. Even with 
three shares a quarter, which would indi- 
cate a fairly average investment of 
around $9,000 or $10,000 in that particu- 
lar stock, the average value of the shares 
might only be around $100 and the New 
York Stock Exchange commission is 6 
per cent on sales involving $100 or less. 
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There is also an extra charge for selling 
an “odd lot,” which is anything less than 
100 shares. So these expenses of sale can 
run up to a sizable percentage of the 
amount involved where only a few shares 
are sold. 


N the over-the-counter market the situa- 
tion is even worse, for there the selling 

stockholder might have to pay what 
would amount in effect to a commission 
of perhaps as high as 10 per cent of the 
proceeds or even more. Obviously, such 
considerable diminution of the value of 
the stock dividend, plus the trouble of 
having to attend periodically to the sale 
of the stock, makes equities paying stock 
dividends generally unpopular with the 
mass of small holders desiring regular 
quarterly cash income. 

But inconvenience and expense are not 
all that upset the small stockholders with 
respect to stock dividends. Stock dividends 
can also have the disadvantage of ad- 
versely affecting market values of the 
stock, since many small investors will sell 
their dividend stock when they receive 
it each quarter. Thus a considerable block 
of stock goes up for sale around every 
dividend date, perhaps as much as nearly 
$1.5 million in value in the case of a utility 
of something like average size, with say 
$400 million in net assets. A temporary 
oversupply of the stock is thus created 
every quarter and the market declines 
accordingly due to the lack of any orderly 
means of distributing the dividend shares 
to new investors. And this decline may be 
largely permanent since it is known there 
will be a similar offering every three 
months. It is hard to say how great the 
drop in market values from this source 
may be. They will vary greatly between 
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companies and some “blue chips” and 
growth companies might have enough at- 
traction to keep their markets on a com- 
paratively even keel in spite of the divi- 
dend offerings. In general, however, the 
adverse market effect should be sufficient 
to make the stock dividend policy un- 
attractive. 


~~ as to ways and means to solve 

this problem. As expressed above, 
the problem is not one which is burdening 
utilities today, but of the sort that, if 
solved, could create very large additional 
values for those companies which adopted 
a successful solution. It might be con- 
tended that if more and more companies 
adopted the solution, their advantage over 
the others would gradually be reduced. 
This could prove true, but only after a 
considerable period, but even if a major- 
ity of the utilities adopted such a plan, 
it would still give the stocks of that in- 
dustry an advantage over those of indus- 
trial and commercial corporations, assum- 
ing these had not adopted the successful 
solution. 


I. The Citizens Utilities Plan 

| jee on the list of solutions is the 

Citizens Utilities plan. Back in 1950 
the writer developed a plan involving two 
classes of common stock, on one of which 
only cash dividends would be paid, while 
the other received dividends entirely in 
stock. The stocks were to be intercon- 
vertible. After long consideration, the 
Treasury, in the light of the law as it 
then stood, refused to clear the plan with 
respect to nontaxability of the stock divi- 
dends. 

About five years later a similar plan 
was announced, independently and with- 


out knowledge of the earlier one, by Citi- 
zens Utilities Company. This time the 
Treasury approved of the plan, the law 
having been changed in the meantime, 
and issued a favorable ruling to the com- 
pany. But shortly thereafter the Treasury 
announced a proposed regulation which 
would make taxable stock dividends is- 
sued under such a two-class stock plan. 
The Treasury, in accordance with usual 
custom, asked for comments from indus- 
try and held a hearing. But a number of 
years have now passed and the regulation 
has never been adopted or withdrawn. 


B’ pigeonholing it, the Treasury has 
deterred other companies from 
adopting similar plans, and at the same 
time has avoided a legal test case, there 
being no regulation to attack, since it is 
still pending. Meanwhile, the Citizens 
plan goes on unmolested (so far as known 
to the writer) and in view of the special 
favorable ruling which that company re- 
ceived, it seems likely that the new regula- 
tion, if adopted, will not affect the Citi- 
zens plan, except possibly as to the period 
after the regulation is promulgated. 
Nothing now prevents other utilities 
from adopting a plan similar to Citizens, 
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but there is the possible danger that the 
Treasury might, soon thereafter, adopt 
the prohibitory regulation, which would 
make the new plan abortive. Under these 
circumstances it seems unlikely that utili- 
ties will take the chance of proceeding 
with such a plan and running the risk of 
having it promptly invalidated, remote 
though the latter risk may be. 


II. Gearing Dividends to Stock Holdings 
ie lemaag possible solution, which has 

been developed by the writer and 
which, so far as he knows, has not pre- 
viously been employed, would be to gear 
the type of dividend to be paid to each 
stockholder to the stock holdings of such 
stockholder, according to. the company’s 
stock records. 

Since it is logically to be expected that 
the wealthy holders in high-income tax 
brackets will wish stock dividends and 
the greater number of holders with 
smaller incomes and lower taxes will 
prefer cash dividends, the company might 
set some fixed number of shares which 
would determine whether the dividends 
paid were to be in cash or stock. Suppose 
this number of shares were fixed at 300, 
with a present assumed average price of 
around $33 per share. This would indi- 
cate a $10,000 investment as the dividing 
line, probably not too far from today’s 
average. On this basis, holders of 300 
shares or more would receive stock divi- 
dends and holders of less shares would 
get cash dividends. There would be no 
option to the stockholders, since the kind 
of dividend would be based on their 
holdings and not their desires. In order 
to change the type of dividend received, 
stockholders would have either to sell or 
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purchase stock and thus change their 
investment position in the company. 


icone such a plan were adopted, 
would the wealthy stockholders, who 
would receive nontaxable stock dividends 
under it, be likely to bid up the market 
value of the stock, thus benefiting both 
the company and its stockholders? As evi- 
dence of the value to the wealthy investors 
of getting nontaxable dividends in stock 
(while the stock continues to be attractive 
to the smaller holders because they get 
cash dividends, as before) let us consider 
the case of Citizens Utilities. 

According to market values at Feb- 
ruary 20, 1961, Citizens Utilities common 
stock was selling at 28.8 times its latest 
disclosed annual earnings applicable to 
the common stock. Average price-earn- 
ings ratio for the 35 electric utility com- 
panies with operating revenues of less 
than $25 million annually (being the 
group of companies in which Citizens is 
comprised), as of the same date was 
19.7. Average for the 115 electric utilities 
included in the total tabulation was a bit 
over 20 times. Thus we find Citizens 
selling at a price-earnings ratio 44 per 
cent higher than the average for the 
electric utility industry. In addition, Citi- 
zens ranked sixth in price-earnings ratio 
among these entire 115 companies, only 
the three growth Florida situations 
(Florida Power, Florida Power & Light, 
and Tampa Electric) plus Gulf States 
Utilities and Houston Lighting & Power 
being superior in this respect. Yet in 
size (based on annual gross revenues) 
Citizens ranks only 102nd among the total 
of 115 companies. Furthermore, its prop- 
erties are relatively small and scattered 
and comprise a number of different utility 
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services. The foregoing seems clearly to 
demonstrate that the two-class common 
stock plan must be considered a potent 
factor in producing the extraordinarily 
high price-earnings ratio which this situa- 
tion enjoys. 


_ writer believes that the proposed 

gearing of dividends to stock hold- 
ings should be feasible without making 
the stock dividends taxable. The present 
“overhanging” proposed regulation of 
the Treasury regarding two-class com- 
mon stock plans should not apply, even 
if adopted, to a plan providing for types 
of dividends geared to stock holdings. 

It might be preferable to leave the 
number of shares to form the dividing 
line between cash and stock dividends 
flexible by providing, in the charter 
amendment which would create the new 
type of dual dividend stock, that the 
number of shares determining the kind 
of dividend should be fixed annually by 
the board of directors and would apply 
to four quarterly dividend payments. This 
would avoid the necessity for changing 
the charter again if the price of the stock 
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were to be changed radically, either up- 
ward or downward. A two-for-one split, 
for instance, would make it necessary to 
double the number of shares of holdings 
which would receive stock dividends; 
otherwise, such dividends would become 
payable to a large number of stockholders 
with relatively small investments (per- 
haps as low as $5,000) who, presumably, 
would not desire this type of distribution. 


III. Making Dividends Paid Solely in 
Stock Attractive to Smaller Stockholders 
r the dual approach of paying cash and 
stock dividends, respectively, to dif- 
ferent groups, classes, or holdings of 
stock should prove not to be feasible, 
there is another solution for the stock 
dividend problem which might work. 
The objection of the mass of smaller 
utility stockholders to receiving regular 
stock dividends stems from three causes: 
(1) the trouble incident to disposing of 
the stock in order to get cash for income; 
(2) the substantial percentage discount 
which the smaller stockholder must take 
in disposing of a few “dividend” shares 
in the market; and (3) the recurring 
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“overhanging” adverse effect on the mar- 
ket for the stock due to the knowledge 
that every three months there will be a 
considerable supply of stock for sale from 
the smaller holders who wish to dispose 
of their stock dividends. If these objec- 
tions could be met, a policy of paying 
dividends solely in stock might become 
acceptable to the mass of smaller stock- 
holders, besides being popular with the 
larger holders. 


_ solution of this problem might 

lie in forming a purchasing and sell- 
ing syndicate, consisting of the under- 
writers and investment dealers principally 
dealing in the company’s stock. This syn- 
dicate wouid, at the time each quarter’s 
stock dividend was paid, offer to buy the 
dividend stock from the stockholders at 
a price equal to the then market price for 
100 share round lots. It is assumed that 
perhaps 50 per cent or more of the divi- 
dend shares would be sold under such an 
offer. ; 

The syndicate would then distribute 
the dividend stock to new investors in an 
orderly manner. Instead of the unwanted 
dividend stock drifting haphazardly into 
the market to be absorbed as best it can, 
the stock would be sold without adverse 
impact on the market through the usual 
channels of common stock distribution. 
This would eliminate the element of 
“overhang” every quarter which present- 
ly arises as the smaller holders dispose 
of the stock they receive as dividends and 
would largely solve the problem of ex- 
cessive discount from the regular price 
in selling the dividend shares by assuring 
the stockholders disposing of their stock 
of receiving the regular round lot 100 
share price, less a reasonable commission, 
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even though the shares sold were only 
one, two, or three in number. 


A to the factor of trouble to the stock- 
holders in disposing of the shares, 
this, too, could be covered under the pro- 
posed plan by permitting the stockholders 
to sign, and file with the company, au- 
thority, good until canceled, to automat- 
ically sell any dividend shares to which 
they might be entitled by accepting the 
offers made each quarter by the syndicate. 
This syndicate would be properly identi- 
fied in the order to the company. In this 
way, as long as a stockholder desired to 
sell his dividend stock through the syn- 
dicate, no action on his part would be 
necessary and all trouble incident to the 
disposition of the stock would be elim- 
inated. The stockholder would simply 
receive a check from the syndicate for 
the value of his dividend shares (less 
commission) instead of receiving a check 
from the company for a like amount if 
a cash dividend had been paid. 

The $1.5 million of stock which it 
might be assumed would be offered for 
sale in the case of an average utility 
($400 million net assets) should be suff- 
cient to interest the underwriters and 
dealers in forming the syndicate and 
should make the distribution of the shares 
profitable to them. 


. rg it is believed that the com- 

pany could, if desired, without 
affecting the nontaxability of the stock 
dividends, contribute toward the expense 
of carrying out the plan by payments to 
the syndicate in connection therewith. 
This would be designed to keep the ex- 
penses of the sale of stock down to the 
bone and still make the transaction worth 
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while from the syndicate standpoint. The 
selling commission might thus be reduced 
to a small one with a net return to the 
stockholders high enough to make the 
plan acceptable to them. 

Since by paying stock dividends the 
company would in effect be substituting 
the cash dividends not paid for cash from 
the sale of common stock if cash divi- 
dends were paid, it is justified in con- 
tributing to the syndicate operation since 
this takes the place of, and would work 
out to much less than, the expense to the 
company of distributing common stock 
either through sale to the public through 
underwriters or to the _ stockholders 
through subscription rights, with the un- 
subscribed balance underwritten. 


Summary 
O' course the success of any of these 


proposed solutions of the stock divi- 
dend problem is dependent upon one other 
very important factor; i.e., the extent to 
which such a program would unduly 
dilute the per share earnings on the com- 
mon stock. This would occur if the com- 
pany raised more money than it needed 
through substituting stock dividends for 
cash dividends, and would have to invest 
the excess funds at a comparatively low 
rate of return. The question would be 
whether the amount the company would 
retain by means of the stock dividend 
payments would be greater than the 
amount the company needs to finance 
expansion and maintain a proper common 
stock equity ratio in its capitalization. 

Obviously, therefore, the stock dividend 
device will appeal most to, and operate 
most effectively in the case of, companies 
which are expanding rapidly and con- 
tinuously and which, accordingly, need 


to raise substantial amounts of common 
stock equity at frequent intervals. The 
success of any stock dividend plan, there- 
fore, requires its consideration in the light 
of the particular circumstances surround- 
ing the company involved. 


cr thing that seems reasonably as- 
sured at present is that a policy of 
stock dividends without some solution 
of the problems described above, either 
by one of the above suggested procedures 
or otherwise, does not seem likely to 
result to the benefit of the company or its 
shareholders. A tabulation of electric util- 
ities made not very long ago showed only 
12 out of 115 operating companies paying 
dividends in stock. This excluded Citizens 
Utilities, whose two-class stock plan is 
not comparable. These 12 stocks then had 
a 16.3 average price-earnings ratio. The 
weighted average price-earnings ratio for 
all 115 stocks was at that time 17.1, or 
about 5 per cent higher. Eight of the 12 
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companies had price-earnings ratios below 
their group averages, one was even and 
only three were higher. 

Admittedly, many factors other than 
dividend policy enter into price-earnings 
ratios. But when eight of the 12 electric 
utilities paying stock dividends are found 
to have price-earnings ratios below those 
for their groups and also below the entire 
industry, there would seem to be an ele- 
ment of cause and effect. 


Ores dividend programs, calling for 
payment of either all or a part of the 
annual distribution of earnings in stock, 
do not appear, therefore, by present evi- 
dence to be popular with the investing 


public. Under present tax laws they seem 
to represent more of a liability than an 
asset. 


Ses problem, as faced today, there- 
fore, seems to call for some drastic 
solution, if the companies and their share- 
holders are to benefit from a stock dividend 
program. There seems little doubt that if a 
satisfactory solution can be developed and 
applied to an expanding situation where 
the new policy will not involve undue dilu- 
tion of per share earnings, a substantial 
gain can be registered both for the stock- 
holders in terms of higher market prices, 
and for the company itself, in getting 
higher prices when it issues common stock. 





Why Taxes Increase 
Ke KHALDUN, 600 years ago in his classic "Prolegomena to 


Universal History," pointed out how tax increases grow with 
the spread of luxurious habits of the government: 


"People get accustomed to this high level of taxation, because 
the increases have come about gradually, without anyone's being 
aware of who exactly it was who raised the rates of the old taxes 
or imposed the new ones. 

"But the effects on business of this rise in taxation make 
themselves felt. For businessmen are soon discouraged by the 
comparison of their profits with the burden of their taxes, and 
between their output and their net profits. Consequently pro- 
duction falls off, and with it the yield of taxation. 

"The rulers may, mistakenly, try to remedy this decrease in 
the yield of taxation by raising the rate of the taxes; hence taxes 
and imposts reach a level which leaves no profits to businessmen, 
owing to high costs of production, heavy burden of taxation, and 
inadequate net profits. This process of higher tax rates and lower 
yields (caused by the government's belief that higher rates result 
in higher returns) may go on until production begins to decline 
owing to the despair of businessmen." 


—EXCERPT from First National City Bank Monthly Letter. 
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Washington and 


the Utilities 


Senate Group Would Reform 
Regulation 
nee Republican Leader Everett M. 
Dirksen of Illinois rejected two 
Democratic proposals which would give 
President Kennedy greater policing pow- 
ers over quasi-judicial federal regulatory 
agencies. The proposals were made by the 
Senate Subcommittee on Administrative 
Practice and Procedure and revealed by 
Chairman John A. Carroll (Democrat, 
Colorado) last month. They would affect 
such independent agencies as the Federal 
Trade and Federal Power commissions. 
Carroll and Senator Philip A. Hart 
(Democrat, Michigan), Democrats on 
the three-man subcommittee, recom- 
mended that Congress ratify a presidential 
code of ethics for the agencies and impose 
penalties against commission members 
who fail to reveal “backdoor” contacts by 
favor seekers. 

Dirksen, in his minority views, rejected 
this. He said Kennedy already had such 
power. He also claimed that forcing com- 
mission members to reveal secret confer- 
ences or communications would not solve 
the problem of influence peddling. He did 


























not, however, make any proposals of his 
own. “The charges against the adminis- 
trative system dealing with the honesty 
and integrity of the many men and women 
who operate it,” Dirksen said, “and their 
susceptibility to influence are not sup- 
ported by the record. While the adminis- 
tration system must provide protection 
from the transgressions of the few, this 
problem should not influence the basic 
structure of the system.” 


| i gers also voiced opposition to cre- 
ation of a White House Office of 
Administration and Reorganization as 
proposed by Carroll and Hart—an office 
which Carroll denied would have czarlike 
powers. In this respect, Dirksen also 
clashed with James M. Landis who, in a 
special report to Kennedy, proposed a 
regulatory agency czar in the White 
House. Landis made a study for the 
President aimed at revamping agency 
procedures. 

Carroll and Hart insisted their proposal 
did not envision a czar. But Dirksen said 
he did not want any White House office 
because it might give the President power 
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over agency decisions. Dirksen did recom- 
mend that the President be given au- 
thority to review agency policy and ask 
Congress to change it “if it does not meet 
the needs of the people.” 

The three Senators agreed on several 
recommendations, including one which 
would assign policy making to agency 
heads and free them from having to make 
decisions in individual cases. These last 
would be handled by subordinates. They 
also agreed that the terms of commission 
or board members should be increased 
uniformly. The Democrats proposed ten 
years and Dirksen fifteen years. All three 
Senators recommended quicker review of 
agency decisions by the courts. Some 
cases have been pending in the agencies 
or courts for years. 


HE Carroll group will propose a law 
to provide “civil and criminal penal- 
ties for commissioners” engaging in off- 


the-record contacts. He said it would give 
officials an easy excuse to put off high- 
pressure friends seeking favors. Carroll 
said the proposed White House Office of 
Administration and Reorganization would 
help Congress oversee the work of the 
agencies. 

Other recommendations made by the 
subcommittee include: (1) uniform ten- 
year terms for all regulatory agency 
commissioners; (2) increased authority 
and salaries for hearing examiners, giving 
commissioners more time for policy mak- 
ing; (3) making the Eisenhower-inaugu- 
rated Conference on Administrative Pro- 
cedure a continuing body; (4) opposition 
to a general revision of the Administrative 
Procedure Act; (5) protecting the public 
from costly rate increases by speeding up 
cases and not permitting companies to 
pile one increase on another, as is some- 
times the case in the FPC; and (6) speed- 
ing up court review of agency cases. 
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ne are charging the White 
House with improper efforts at in- 
fluence, and demand that President Ken- 
nedy withdraw his request for monthly 
reports from independent regulatory agen- 
cies on their policy and administrative 
actions. House and Senate Republican 
leaders said in a joint statement that the 
presidential request was in “direct viola- 
tion of the spirit and letter of the laws by 
which these bodies were created.” They 
said the agencies historically have been 
“answerable to the Congress only.” House 
Republican Leader Charles Halleck (Indi- 
ana) told a news conference the presi- 
dential move “means very clearly that the 
President and people in the executive 
branch hope to participate in decisions” 
of the agencies. He said this has “caused 
great concern” in both parties in Con- 
gress. 


Another measure which Carroll pro- 
poses to introduce would bar utilities 
from increasing rates before regulatory 
commissions have approved them. It is 
obviously aimed at gas rate increase appli- 
cations by pipelines and producers before 
the FPC. Under existing law such in- 
creases may be suspended after thirty days 
for a period of five months and then go 
into effect automatically, subject to refund 
with interest. Similar measures already 
have been approved by the National Asso- 
ciation of Railroad and Utilities Commis- 
sioners and have been introduced in the 
lower house. The subcommittee charged 
that many companies apply for and tem- 
porarily put into effect increases as much 
as 50 per cent larger than they can reason- 
ably expect to get, but take advantage of 
the log jam before the FPC to collect the 
higher rates before the commission can 
get around to doing anything about them. 


HREE House Democrats have an- 
nounced that they will introduce bills 
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which would exempt 97 per cent of the 
independent natural gas producers from 
regulation by the FPC. The bills’ sponsors 
will be Representatives Moss (Califor- 
nia), Dingell (Michigan), and Macdonald 
(Massachusetts). It was expected that the 
proposals would be introduced as soon as 
Congress returned from its Easter recess 
on April 10th. Similar bills have been 
introduced in the past. 


* 
Snake River Hearings End 


FEDERAL POWER COMMISSION hear- 
ing at Portland, Oregon, into fish 


passage facilities proposed by rival appli-- 


cants for a license to build a high dam in 
the Middle Snake river came to an end on 
March 28th. The hearing was scheduled 
§ to be resumed April 24th at Washington, 
om &. 

The taking of testimony began last 
November 4th at Washington after the 
applications of Pacific Northwest Power 
Company for a license to construct the 
High Mountain Sheep dam, and that of 
» Washington Public Power Supply System 
for Nez Perce dam had been consolidated 
into a single hearing. 

The April 24th date for resumption 
represented a two-week continuance 
granted by Presiding Examiner William 
C. Levy on motion by counsel for PNP. 
Counsel for WPPSS also has filed a 
| motion with the FPC for a continuance 
to June 12th, which Pacific Northwest 
Power will oppose. 


i Washington and Oregon State 
Grange organizations support the ap- 
plication for an FPC license for Nez 
Perce dam “in the absence of a recom- 
mendation for federal development,” a 
Grange spokesman told the FPC hearing 
in Portland. If the opportunity for federal 
development occurs at a multiple-purpose 


or run-of-the-river dam the granges would 
favor that, A. Lars Nelson, St. John, 
Washington, master of the Washington 
State Grange, said. 

The granges, for the past thirty years, 
have invariably opposed development of 
major sources of electric energy by private 
utilities, Nelson testified at the concluding 
session of the hearing, which for twelve 
days had probed plans for fish passage 
facilities at the proposed Nez Perce and 
High Mountain Sheep dams in the Snake 
river. Nelson testified in behalf of the 
Grange organizations of both states. He 
was the only witness among the intervener 
groups in the hearing to urge construction 
of Nez Perce over Mountain Sheep. 
Others either opposed a license for either 
dam or supported Mountain Sheep on the 
argument it would do less harm to fish 
runs than Nez Perce, which would block 
the Salmon river as well as the Snake. 


_ F. SAnpoz, president of the 
Columbia River Packers Association, 
in concluding his testimony, continued his 
recital of declining runs of salmon in the 
Columbia river system since the big dams 
began to halt and impede their progress. 
His figures were challenged by Joseph 
Sharlitt, WPPSS counsel. Sandoz as- 
serted the best yardstick on salmon runs 
in the Columbia river is the pack of the 
commercial canners over a long period of 
years. 

Jonel C. Hill, public utilities commis- 
sioner for Oregon, was scheduled to be 
cross-examined on direct testimony he 
had presented earlier which related that 
Governor Hatfield and the responsible 
state agencies favor the licensing of 
Mountain Sheep. 

Secretary of Interior Udall has gone 
along with a policy of delay whereby the 
FPC could not license the private com- 
pany, until support in Congress can be 
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built up for assistance to a government 
project as yet not launched. The Nez 
Perce application by the Washington gov- 
ernment ownership group is not regarded 
as likely to prevail because of financial 
problems, but it could be used for delay. 
Udall already has informed FPC Chair- 
man Kuykendall by letter that he thinks 
the FPC should suspend hearings on these 
rival applications until December, 1964, 
when he expects an Interior “crash pro- 
gram” will come up with an answer to 
the fish problem. Udall had stopped ex- 
pert fishery witnesses of Interior’s Fish 
and Wildlife Service from appearing at 
the Portland hearings—an order which 
may result in withdrawal of their direct 
testimony already given in Washington, 
D. C. This would leave a hole in the case 
of the conservation interests. 


» 
Capital Airlines Merged 


HE largest merger transaction in 

U. S. commercial aviation history 
has been approved by the Civil Aero- 
nautics Board. Merger talks began be- 
tween United and Capital Airlines about 
a year ago when it became apparent that 
Capital was headed for bankruptcy. Part 
of the trouble was a sum of some $33.8 
million owed to a British aircraft com- 
pany for the purchase of prop-jet Vis- 
counts. According to the merger proposal, 
United will return 15 Viscounts to the 
British company as partial payment on 
the debt. An additional $29 million will 
be paid in cash or stock. The decision 
joins Capital’s 7,500-mile system to 
United’s 14,000-mile routes. 

The CAB announced that it granted 
approval of the merger “because it has 
no practical alternative” in the matter. 
The board concluded that Capital could 
not survive if the merger were disap- 


proved and stated that “the plain truth is 
that this board will not sit idly by and 
allow our fifth largest domestic trunk-line 
route system to run the risk of disintegra- 
tion while possible but highly uncertain 
remedies are being explored.” The CAB 
feels that the “public interest’’ in prevent- 
ing the collapse of Capital ‘outweighs 
whatever disadvantages may inhere in 
the merger.” 

Capital’s stockholders will receive one 
share of United common stock and a 
five-year option to buy 14 shares of 
United at $40 per share for every seven 
shares of Capital stock being held. It is 
anticipated that the majority of Capital’s 
nearly 8,000 employees will be absorbed 
by United. Another thirty days would 
elapse before the CAB’s decision would 
become final, but the waiting period was 
expected to be a formality. 


> 


Portable Nuclear Plant 


_ first portable nuclear power plant 
has achieved a self-sustaining fission 
reaction. The unit, designed for use in 
remote military bases, is being tested at 
the National Reactor Testing Station near 
Idaho Falls, Idaho. It is expected that in 
the next several months generators 
capable of producing 300 to 500 kilowatts 
of electrical energy will be coupled with 
the reactor unit. Gas, heated in the re- ff 
actor’s core, will be used to drive a tur- § 
bine. The unit is of the closed cycle type f 
and the gas will then be returned to the 
reactor to be reheated. 

The plant is designed to be transported Fj 
by aircraft, truck trailer, train, or barge, [ 
and it is expected that full power could § 
be achieved only twelve hours after arrival 
at a given base. Total weight of the six | 
packages which comprise the unit is less | 
than 38 tons. 
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FCC Seeks Satellite Views 


P gree conflict of jurisdictions continues 
to plague the proposed satellite com- 
munications system. On the one hand, the 
Justice Department has raised the ques- 
tion as to whether a single network could 
lawfully be authorized in view of the anti- 
trust and monopoly laws. The Federal 
Communications Commission, however, 
has suggested that space communications 
will progress faster if the various inter- 
ested parties get together on the proposi- 
tion. 

At the moment, American Telephone 
and Telegraph Company, Radio Corpora- 
tion of America, General Electric Com- 
pany, and the International Telephone & 
Telegraph Corporation have all exhibited 
interest in the satellite project. 

The FCC has ordered a formal inquiry 
into the problems of regulating space com- 
munications systems and interested parties 
have been invited to file their comments 
by May Ist. The commission has pointed 
out that, for technical and economic rea- 
sons, only one integrated satellite system, 
or a limited number of systems, seems 
feasible within the near future. Then the 
question arises, the commission noted, as 
to how “this will be consistent with the 
maintenance of competition in interna- 
tional communications.” 


611 


6 ibe: the FCC’s purpose in the in- 
quiry will be to “ascertain the vari- 
ous methods by which participation in 
such system or systems by all interested 
present and future international commu- 
nication common carriers and others can 
best be effectuated on an equitable, non- 
discriminatory, and lawful basis.” The 
specific questions asked in the inquiry 
were the following: 


(1) Assuming the authorization of a 
single or limited number of satellite 
communications systems will best serve 
the public interest, what plan of par- 
ticipation is best designed to provide 
equitable access to, and nondiscrimina- 
tory use of, satellite communication 
facilities, by existing and future inter- 
national communication common car- 
riers and others? Should such a plan 
include participation of manufacturers 
of satellite communication and launch- 
ing equipment? Specify in detail the 
features of the plan, including the 
financial and operational arrangements 
related to the ownership and use of the 
system. 

(2) Specify in detail, with support- 
ing briefs, how such plan would com- 
ply with existing laws and _ policies 
(particular attention being given to 
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$§ 313 and 314 of the Communications 
Act and pertinent antitrust statutes). 

(3) Specify in detail, with support- 
ing briefs, the provisions of the Com- 
munications Act and commission rules 
and policies which are relied upon as 
authority for the commission to pre- 
scribe such plan to the exclusion of 
other plans and to require licenses or 
other authorizations to be obtained 
thereunder; or, in the absence of such 
authority, specify in detail the changes 
recommended in the laws and policies 
in order to implement such plan. 

(4) Specify in detail the extent to 
which each of the various parties in- 
volved in the systems covered by such 
plan would be subject to regulation by 
this commission as common carriers or 
otherwise. 

(5) State whether you intend to par- 
ticipate in such plan and the nature and 
extent of such participation. 


ie view of the widespread interest in 
this subject the commission requested 
that 40 copies of each such response be 
filed. 

In its notice of inquirv the commis- 
sion stated : 


It is the expressed policy of the 
United States that activities in space 
should be devoted to peaceful purposes 
for the benefit of all mankind. The 
earliest possible realization of a com- 
mercially operable point-to-point space 
satellite communication system repre- 
sents one of the most significant, prac- 
tical, and beneficial means of imple- 
menting this vital national policy. The 
commission, in furtherance of its statu- 
tory responsibilities and in an effort to 
facilitate the advancement of the na- 
tion’s vital space policy, has been en- 
gaged for some time in an attempt to 
assess the nature of the many varied 
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and complex problems associated with 
international communications via space 
satellites. Present studies indicate the 
possible arising of conditions and cir- 
cumstances which appear likely to pre- 
sent certain problems with respect to 
the authorization and operation of satel- 
lite systems for communication services 
between the United States and foreign 
points. These problems require an as- 
sessment of the commission’s adminis- 
trative and regulatory functions and 
authority with respect thereto. 


Ov of the associated problems of the 
proposed satellite system is the limi- 
tation of the radio spectrum itself. This 
limitation is international in scope since 
all the nations of the world will have to 
use the radio space available. Thus, in the 
long run it may develop that a number of 
U. S. companies will co-operate in estab- 
lishing a satellite system and if more than 
one or two are put in orbit the chances 
are that additional networks might be the 
product of some other nation. 

David Sarnoff, chairman of the Radio 
Corporation of America, stated recently 
that the world is on the threshold of 
world-wide television through the use of 
satellite relay transmitters. Mr. Sarnoff J 
advocates the establishment of a “channel | 
for freedom” over which the United 
States might broadcast its proceedings 
anywhere in the world without censor- 
ship. 

He has forecast that within ten years 
“an audience of a billion persons might 
then be watching the same program at the 
same time with simultaneous translation 
techniques making it understandable to 
all.” 

Pointing the way to international co- f 
operation on this project, the United [ 
States, Great Britain, and France have § 
agreed to work together in the testing of J 
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the U. S. satellites. Both Britain and 
France will provide one ground station 
each with highly accurate tracking and 
antenna-pointing devices. The two foreign 
stations will transmit telephone, tele- 
graph, and TV signals which will be re- 
layed or reflected from the U. S. satellites. 
The three nations have indicated that 
other countries are welcome to take part 
in the project if they wish to provide 
additional stations. 


N° matter how the various questions 
may be resolved between the various 
government agencies and foreign powers, 
one thing seems certain—communications 
—telegraph, radio, telephone, and TV— 
will change in the next few years from 
essentially national services to interna- 
tional projects. Within not too many 
years cultural programs, as well as news 
programs, may be beamed halfway 
around the world. One is tempted to won- 
der if we are also in for international TV 
commercials, and, if so, what type of 
regulation may be imposed. The launch- 
ing of a satellite itself is a vastly complex 
matter and the regulation of the system 
itself can be expected to be equally com- 
plicated. 
> 


FCC Authority in Radio-TV 
Matters Questioned 
oo M. NE son, chief of the FCC’s 

broadcast division renewal branch, 
has stated that the commission lacks 
authority to enforce its requests for “fair 
and impartial treatment” on controversial 
radio and TV matters. Mr. Nelson gave 
this opinion before a Senate Commerce 
subcommittee which has been looking into 
complaints that some political candidates 


received favored treatment during the 
1960 political campaign. 

It will be recalled that the “equal time” 
provisions of the Communications Act 
were suspended during the past campaign 
so that radio and TV stations did not 
have to grant equal time to splinter par- 
ties. 

Mr. Nelson attributed delays in han- 
dling complaints to a shortage of attor- 
neys and a lack of authority to issue 
cease-and-desist orders. Subcommittee 


Chairman Yarborough (Democrat, 
Texas) has recommended that the com- 
mission draft legislation which would per- 
mit prompt action on such complaints. 


> 


Toll Agreements Reached 


5 ben United States Independent Tele- 
phone Association has recently an- 
nounced that an agreement has been 
reached with the Bell system that will pro- 
vide an interim annual increase of ap- 
proximately $10 million in message toll 
settlements based on 1960 traffic volumes. 
This figure assumed that all companies 
were utilizing average schedules. A num- 
ber of independent telephone companies, 
however, are settling on other bases and it 
is estimated that the adjustment will pro- 
vide an increase of approximately $7 
million overall for companies using the 
1959 average cents-per-message schedule. 

The USITA and the Bell system will 
conduct a nation-wide study of the cost of 
line haul and automatic ticketing. During 
this time the interim increases will be 
applicable. 

At the completion of the study, 
the average schedules will be adjusted to 
conform to the findings of the two groups. 
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Gas Utilities Push Aur 
Conditioning 

a. charts on page 615 show the 

remarkable record of the gas utility 
industry in increasing the residential use 
of gas. Some 830,000 new residential cus- 
tomers a year were added during the past 
decade for a total increase of 37 per cent 
since 1950. Annual home use of gas has 
climbed to nearly 33 billion therms versus 
less than 14 million ten years earlier, as 
the result of a steadily increasing demand 
for gas house heating and modern gas 
appliances. 

Nearly 110 million gas appliances now 
are in daily service in homes throughout 
the United States. The nation’s 40 mil- 
lion gas-using families—31 million served 
by utility companies and the remainder 
by LP “bottled” gas—average nearly 
three appliances each. The latest impor- 
tant appliance, now being intensively de- 
veloped, is the gas air-conditioning unit. 
An AGA survey shows that new gas air 
conditioning installed in 1960 totaled 
141,000 tons—double the amount in 1958. 
The figures are based on responses from 
208 gas utilities in 41 states and the Dis- 
trict of Columbia. The biggest installa- 
tion of 1960 was a 7,500-ton project for 
Western Electric Company in Lee’s Sum- 
mit, Missouri. Other major installations 
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Financial News 
and Comment 


By OWEN ELY 


include: the Humble building, Houston, 
5,000 tons; University of Texas, Austin, 
4,000 tons; Texas Instruments, Dallas, 
3,000 tons; Minnesota Mining & Manv- 
facturing Co., Maplewood, Minnesota, 
2,350 tons; Denver Hilton Hotel, 1,789 J 
tons; Bethlehem Steel, Bethlehem, Penn- 
sylvania, 1,760 tons; Illinois Agricultural 
Association, Bloomington, Illinois, 1,300 
tons; and Abbott Laboratories, North 
Chicago, Illinois, 1,150 tons. The in- 
creased variety of gas air-conditioning 
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models on the market was considered a 
major factor in promoting 1960 sales. 


¥ 


Decline in Price of Southern 
California Edison Reflects 
Regulatory Uncertainties 


- the April 13th issue of the Fort- 
NIGHTLY, pages 544 and 545, the re- 
cent order of the California commission 
regarding deferred taxes was summarized. 
In that decision two of the commission- 
ers, Messrs. McKeage and Mitchell, both 
of whom had joined in the original order 
of April 12, 1960, dissented on the 
grounds that the new order would: 


(a) Discourage utilities from adopt- 
ing liberalized depreciation. 

(b) Cause utilities which have 
adopted liberalized depreciation to 
abandon it. 


(c) Cause confusion and misunder- 
standing in the minds of utilities and 
the public. 


N least one financial service, Standard 
& Poor’s, considers the commission’s 
order unfavorable. The Outlook for April 
10th states that the company is now re- 
considering the advisability of using lib- 
eralized depreciation in its 1960 tax re- 
turn; if it decides not to use it, this will 
have the effect of reducing 1960 earnings 
from $4.59 to $4.01, or a decrease of 
13 per cent. Moreover, such a change in 
accounting would also have the effect of 
increasing by an estimated $15 million 
the funds that would have to be raised 
by the sale of securities to cover the com- 
pany’s cash requirements for construc- 
tion in 1961-62. The service states: “In 
view of this uncertainty with respect to 
depreciation and taxes, new buying in the 
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stock should be deferred for the time 
being.” 


HILE utility stocks in general have 

advanced moderately since March 
21st, Southern California Edison on April 
10th closed at 693, a decline of 9 per 
cent from the March 21st price of 7634. 
This means that equity financing done 
at today’s price would cost 10 per cent 
more than would have been the case on 
the day the order was issued. 

As of December 31, 1960, the book 
value of the common stock of Southern 
California Edison approximated $45 a 
share, excluding from equity the deferred 


taxes which the commission has ordered 
taken out of the rate base (by including 
them in the depreciation reserve). The 
revised earnings of $4.01 would be equal 
to only 8.9 per cent on this reduced book 
value. While up-to-date figures for all 
class A and B electric utilities for 1959 
and 1960 are not yet available, the aver- 
age U. S. common stock return for 1958 
worked out at about 10.5 per cent, or 
some 18 per cent above the California 
figure. Earnings in California seem well 
below average, based on common stock 
ratios. 

Both California and Florida are “rapid 
growth” states so far as_ population 
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and industry are concerned. But the dis- 
similarity of regulation in the two states 
makes a vast difference in the attitude of 
investors. Leading Florida stocks sell at 
nearly twice as many “times earnings” 
as Southern California Edison, even after 
adjusting the latter to the reduced earn- 
ings of $4.01. Florida utilities can do cur- 
rent equity financing at only about half the 
cost for some California companies, thus 
saving money for consumers in future. 
Overly severe regulation seems apt to de- 
feat its own ends. Incidentally, it may be 
noted that the average 1960 residential 
cost of electricity per kilowatt was less 
for customers of Florida Power & Light 
than for those of Southern California 
Edison—2.55 cents versus 2.94 cents. 


> 


Long-term Record of Rail and 
Utility Stocks Less Impressive 
Than Industrials’ 


i chart on page 616 shows the 
ninety-year ranges of price indexes 
for utility, rail, and industrial stocks. 
From 1918 to date these monthly indexes 
have been compiled by Standard & Poor’s, 
while in earlier years they were based on 
the Cowles Commission Stock Price In- 
dexes. (The latter are an extension of the 
Standard & Poor’s indexes, the same 
method of construction being used and, 
as far as possible, the same companies. ) 
The period 1895-1910 was obviously 
a time of market prosperity for the rails, 
while the utilities suffered more from the 
1907 panic. All three groups shared about 
equally in the 1920-29 stock market binge, 
though rails lagged somewhat. Indus- 
trials showed a much better recovery dur- 
ing the 1930’s than rails and utilities— 
the former suffered from bankruptcies 
and the latter from the breakup of the 
holding companies by the SEC. Strange- 
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ly enough, all three indexes wound up at 
nearly the same spot in 1942 and kept 
close company in the postwar recovery 
up to 1954. However, in 1960 the indus- 
trial index averaged 59, the utility 47, and 
the rails only 30. 

The lesson seems fairly obvious—the 
nonregulated industrials seem to have 
a long-term advantage over the regulated 
rails and utilities. 


» 


March Utlity Financing Small 
| goorenar and gas utility financing in 

March was extremely small, hence 
our usual table will be combined with 
the April report. Three bond issues were 
sold in a range of 4.36 to 4.50 per cent, 
and two preferred stock issues at yields 
of 4.82 to 5 per cent. In the equity list 
there was only one small sale, amounting 
to less than $1 million. The bond issues 
were all well received and also one of the 
preferred issues, but Alabama Power pre- 
ferred seemed priced a little too high on 
a 4.82 per cent basis; a week after the 
offering date, about half the issue had 
been sold. 


> 


Administration to Build 

700,000-kilowatt Atomic 

Power Plant at Hanford 
HE larger atomic energy plants have 
been (or are being) constructed on 
a partnership basis, with private utilities 
doing the construction work while the 
government has provided substantial 
amounts for research and development 
and supervised the use of U-235 as fuel. 
Now, however, the Kennedy administra- 
tion—as in other sectors of the power in- 
dustry—is putting the federal govern- 
ment into the picture in a bigger way. It 
was recently announced at Washington 
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that the administration will build the 
world’s largest atomic power plant by con- 
verting a plutonium-producing reactor at 
Hanford, Washington, to generate 700,- 
000 kilowatts of electricity. 

This plant would generate more elec- 
tricity than Bonneville. However, it 
would represent only about 6 per cent of 
the total amount of capacity in the five 
states of Washington, Oregon, Montana, 
Idaho, and Wyoming. Of the total power 
in that area about 94 per cent is hydro, 
a portion of which (from the Snake 
river) is dependable year-round power 
while other portions (principally from the 
Columbia river) vary with weather con- 
ditions. The future power supply from 
Hanford will roughly equal the present 
amount of steam-generating capacity in 
the area, and being on a year-round de- 
pendable basis would help to “firm up” 
the variable hydro supply. 


(flea electricity from the Hanford re- 
actor, which might become available 
in about four years (the reactor itself is 
scheduled for completion late in 1962), 
would be sold “at conventional rates” to 
the Bonneville Power Administration, ac- 
cording to The New York Times. This 
would evidently mean that the govern- 
ment would subsidize any cost of atomic 
power in excess of present hydro or 
steam rates, or perhaps absorb it by ac- 
counting methods. 

The addition of this new power supply, 
together with the anticipated increase in 


3 


the power potential of the Columbia river 
which will result from the building of 
new dams in British Columbia (a pro- 
gram now being developed in connection 
with the recent signing of the interna- 
tional agreement between Canada and the 
U. S.), may affect the future expansion 
plans of the utilities in this area. More- 
over, it looks as though the Pacific North- 
west Power Company may have difficul- 
ties with its High Mountain Sheep hydro 
project—the administration will doubt- 
less favor public power development in 
the area. 


baa 
Fuel Cell in Limelight 


HE Wall Street Daily (a new publi- 

cation) in its April 11th issue had 
a startling headline, “Fuel Cell Will 
Short-circuit Utility Industry Growth.” 
However, the story does not seem to con- 
tain much new material. It lists some 14 
industrial companies which are working 
on different types of cells, or various 
kinds of chemical fuels to be used in the 
cell. It points out that the fuel cell has 
80 per cent efficiency compared with 40 
per cent for the standard steam-generat- 
ing plant. It is suggested that the alumi- 
num industry (where electric power rep- 
resents 40 per cent of the cost of the 
product) might be especially interested 
in the cell. Other industries with large 
power requirements, which have had to 
locate near a source of power, by using 
the cell might be able to relocate near 
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Will New England Electric System ..............- Merrill Lynch, Pierce, Fenner & Smith . 3 
a MURS TELE T MTNIS CSAS 256 50/5. 553 'a\sieeiesersicta sue a eee Airaus Reséatch COED, iis ia.s oi cies oisi0 050: 1 
vth. Northern Natural Gas A, CGO 05 os sb ccse oboe cet — 
con- Ohio Edison Argus: Research® Coapy < «.006222 600006. 2 
Oklahoma Gas & Electric Be Green OO, ans 5 aS cce cise sewieass 1 
ie 14 Pacific Gas & Electric Apeus Research Goa. sciccecsceisee sees: 1 
king Pioneer Natural Gas Paine, Webber, Jackson & Curtis —- 
Public Service bilec. G2 Gas. ....oc cccccc seve Argus Research Corp. ............+00- Z 
10Us Public Service Elec. & Gas ............0005- Hirsch & Co. ........sceeeceeeeceeeees 3 
» the Public Service of Indiana PB. Rovuschid & Can. o..0.6 5.000 .00se 2 
Public Service of Indiana 11 
has Public Service of Indiana Argus Research Ge orSuied ais ce one 1 
1 40 San Diego Gas & Electric Filor, Bullard & Smyth = 
Southeastern Public Service Shearson, Elammmil © Cos 5... secs 1 
-rat- Southern Calif. Edison eo So eer ; 
imi- Southern Indiana Gas & Elec. ............... ACHE RCE OOS occ cicitiereleiaie' srs. cistuicaioiats om 2 
Southern Realty & Utilities JE PR NS d= oles b: 0. ses esis lolsic s cioieie os 3 
Trep- Suburban Propane Gas PPT E ARNE NE COL. ais. 6 ore ore o's. 0o'ee osm sine — 
the Suburban Propane Gas : — 
Telefonos de Mexico Ne We Peomeratio COG occ cksc cases 3 2 
sted United Gas Improvement c 4 
irge Utilities & Industries IN OE te Oy ee 6 
Utilities & Industries Goldman: Sactis GO Go. .c.55 6 0skse cen: a 
| to Washington Gas Light ...............00.00 004 i BON oes cicncstcavsaness ae 
1 
5 
8 
3 
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Western Union 
Wisconsin Public Service 
Tabulations, General Studies, Etc. 
Electric Utilities Industry 
Public Utilities Bulletin 
Tabulation of Electric and Gas Utility 
Company 


Selected Tax Sheltered Securities 


1 Common Stocks ............+5 
Electric Utilities Earnings Projections .... 
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*Published several times a year; last previous list was in December 22nd issue. 
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the consumer, thus reducing transporta- 
tion costs on their products. 

A few days earlier the Navy Depart- 
ment disclosed its plans to introduce the 
fuel cell into submarines as a rival to 
diesel and nuclear propulsion. The Navy 
plans to convert some of its conventional 
diesel power in the submarines to fuel 
cell power and later to build some small 
attack submarines, powered with a fuel 
cell. Vice Admiral Hayward, Deputy 
Chief of Naval Operations for Develop- 
ment, testifying before the House Com- 
mittee on Science and Astronautics, said 
that conversion of submarines to fuel 


cells would make them quiet and consid- 
erably increase their ability to stay sub- 
merged, while the new kind of power 
would be much less costly than nuclear 
power. While the new sub would not have 
the unlimited cruising radius of the nu- 
clear-powered type, it would “have all the 
cruising radius that its crew can use.” 


yon ime already use storage bat- 
teries for propulsion when submerged, 
but must resurface in a few hours to re 
charge the batteries, at which time the 
noise of the diesel engines may lead to 
enemy attack. 


e 


FINANCIAL DATA ON GAS UTILITY STOCKS 


4/5/61 Divi- 
Price 
About 


Approz. 
Revenues 


(Mill.) Rate 


Pipeline and Integrated Companies 
Ala, Tenn. Nat. Gas .... 26 $1.20 
American Nat. Gas .... 89 3.00 
Ark.-Louisiana Gas 1.00 
Colo. Interstate Gas .... 1.25r 
Columbia Gas System ... 1.10 
Commonwealth N. G. ... 1.10 
Consol. Nat. Gas 

El Paso Nat. Gas 
Equitable Gas 

paormenny a. AS. 6 os cess 
Kansas Nebr. Nat. Gas . 
Lone Star Gas 

Miss. River Fuel 
Montana Dakota Util. ... 
Mountain Fuel Supply .. 


$.7 
240 
111 
65 
517 
23 
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Oklahoma Nat. Gas .... 
Panhandle East. P. L. .. 
Peoples G. L. & Coke .. 
Pioneer Nat. Gas 
Southern Nat. Gas 
Southern Union Gas .... 
Tenn. Gas Trans. 

Texas East. Trans. ..... 
dexzas as (tans. ...... 
Transcont, Gas P. L. ... 
United Gas Corp. ...... 
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Averages 
Retail Distributors 
Alabama Gas 
Atlanta Gas Light 
Berkshire Gas 
Bridgeport Gas 
Brockton-Taunton Gas .. 
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Per Cent Increase Price- 
In Share Earn. Earn. 
Recent 5-yr. Avg. Ratio 


Recent 
rox. Share 
teld Earns. 


RV 


16.8 
18.1 
24.8 
22.4 
17.0 
16.0 
18.8 
19.2 
18.1 
19.1 
16.3 


$1.58De 
4.92De 
1.61De 


— Ul 


ol Nw! os 
NAS! Hwl aocaunasuawnSSwanawnsuy 


9 
zx 
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291De 9 
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1.22De’59 D6 
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FINANCIAL NEWS AND COMMENT 


, 4/5/61  Divi- Recent Per Cent Increase _ 
(Continued) Price  dend Approx. Share In Share Earn. 
About Rate teld Earns. Recent 5-yr. Avg, Ratio 


Brooklyn Union Gas .... 1.20 *1.75De *5 *6 *19.4 
Central Elec. & Gas .... 1.20c 1.95Se 17.4 
.71De 22.5 

Cha : 12.5 
16.6 

15.8 

Ces. 

14.9 

15.8 

18.1 

16.7 

16.7 

17.1 

12.9 

19.4 

13.3 

*21.2 
22.7 

11.9 

*17.8 
16.9 

26.4 

12.0 

17.5 

20.7 

19.5 

22.3 

18.1 

17.4 

21.4 


Haverhill Gas 

Indiana Gas & Water . 
Laclede Gas 

Louisiana Gas Serv. 
Mich. Gas Utils. 
Minneapolis Gas 

Miss. Valley Gas 
Mobile Gas Service .... 
New Haven Gas 

New Jersey Nat. Gas . 
Nor. Illinois Gas 

North Penn Gas 
Northwest Nat. Gas .... 
Pacific Lighting 
Piedmont Nat. Gas 
Portland Gas Lt. 
Providence Gas 

Rio Grande Valley Gas .. 
So. Atlantic Gas 

So. Jersey Gas 

United Gas Impr. 

Wash. Gas Light 

Wash. Nat. Gas 
Western Ky. Gas 


1.65F 
1.60De 
1.20Ja 
.96De 
2.16De 
1.93Se 
1.39Se 
3.24De’59 =5 
*1.56De *14 
2.29F 22 
1.18Je 28 
*1.57De  *20 
3.43De 31 
53De D30 
1.33De D3l1 
.63De D3 
.29De D10 
.87De’59 D28 
1.48F 11 
3.42De 1 
3.79De 8 
1.45De 4 
1.54De 9 13.6 
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FINANCIAL DATA ON TELEPHONE, WATER, AND TRANSIT STOCKS 


Approx. 
4/5/61 Divi- Recent Per Cent Increase Price- Div. ae 
Price dend Approx. Share In Share Earn. Earn. Pay- Stock 
About Rate teld Earns. Recent 5-yr. Avg. Ratio out Equity 


Communications 


American T. & T. ——? 4 $3.60h 
Bell Tel. of Canada . 2.20 
Cin. & Sub. Bell Tel. ... til 4.50 
Mountain States T. & T. 34 .90 
New Eng. T. & T. 1.72 
Pacific T. & T. 1.14 
So. New Eng. Tel. ..... 


% +$5.53De 6% 5% $23.0 65% 64% 
5 — 195 88 58 


8 
Eo 2.51De 

A 5.89De 6 2 188 
6 1.14De 9 3 298 
Ws 2.37De 7 7 224 
5 %143De D3 3 7322 
ie 2.61De 4 6 20.0 


5% 4% 23.7 
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Averages 


Independents 


Anglo-Canadian Tel. .... 
British Col. Tel. 

Calif. Inter. Tel. 

Calif. Water & Tel. 
Central Tel. 
Commonwealth Tel. 
Florida Tel. 

General Tel. & Elec. .. 
Hawaiian Telephone .... 
Inter-Mountain Tel. 
Puerto Rico Tel. 


$3.39De DI% 15% 
2.78De D9 — 
85De 12 NC 
1.81De D8 
1.59Se 3 
1.47De’59 9 
1.31De Dt 
71.04De D8 
+ .76Ja 20 
.92De 19 
(y) D1 
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A % 
io. _ —— —_ “ Besont as "a 4 gd —_ oe. Common 
even rice ; 4 q : 
( Mill.) (Continued) About Rate pera Rives. eon fp dogg Ratio on 
Rochester Tel. ......... 7 1.00 37 1.64De 1 
Southwestern St. Tel. ... 1.20 0 1.74De 
Tel. Service of Ohio ... 35 .36z i 1.33De 
United Utilities 5 1.45 : 2.40De 
West Coast Tel. ....... : 1.36 : 1.97De 
Western Union : 1.40 ; 1.80De 


Averages 


Water Companies 
Holding Companies 


American Water Works . 2: f 0% $1.51De 4% 


Operating Companies 
Bridgeport Hydraulic ... 4 ‘ $1.86De’59 6% 
Calif. Water Service ... 1.51F D12 
Elizabethtown Water ... 2.20De’59 17 
Hackensack Water *4.05De *D7 
Indianapolis Water 1.66De _ 
Jamaica Water 3.03De D7 
New Haven Water 3.49De 20 
Ohio Water Service .... 1.75De 3 
Penn. Gas & Water .... 1.82Se 12 
Phila. & Sub. Water .... 3.24Se 7 
Plainfield Un. Water ... 2.31De’59 44 
San Jose Water 2.11F D8 
South. Calif. Water .... 1.51De 10 
Southern Gas & Water .. 1.75De 12 
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Averages 


Transit Companies 
Baltimore Transit 
Cincinnati Transit 

Fifth Ave. Lines 
Greyhound Corp. ....... 
Nat. City Lines ........ 
Niagara Frontier Trans. 
Pittsburgh Rys. ........ 
Rochester Transit 
OEE eo es 
(hoe Oy ae 
United Transit 


D50% 
D40 
365 
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1.,08De’59 26 
'77De'59 13 


1.26De — 
89De’59 18 
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Averages 


A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. Ja—January; F—February; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au—Au- 
gust; Se—September; Oc—October; N—November; De—December. *Deferred taxes resulting from lib- 
eralized depreciation are not normalized, If normalized, the price-earnings ratio would be higher, and the 
rate of increase in share earnings would be smaller. {On average shares. D—Decrease. a—Also 10 per 
cent stock dividend October 24, 1960. b—Also 2 per ceit stock dividend September 30, 1960. c—Also one- 
half per cent stock dividend October 31, 1960. d—Also 1 per cent stock dividend quarterly (included in 
yield). e—Also 3 per cent stock dividend January 7, 1960. f—Regular annual 2 per cent stock dividend in- 
cluded in yield. g—Stock split 5 for 4 to stockholders of record October 11, 1960. h—Dividend rate of $3.60 
per annum to be established beginning with July 10, 1961, payment. i—Also 10 per cent stock dividend Jan- 
wary 15, 1960. q—Indicated new rate after 8-for-1 split July 15, 1960. r—Also 40 per cent stock dividend 
June 13, 1960. s—One share of 111 Realty Corp. common for each 10 shares held, paid March 31, 1960. 
t—Paid to date. u—Twenty per cent stock dividend paid January 15, 1960. v—Also 3 per cent stock divi- 
dend payable January 6, 1961. (Similar dividend was paid January 7, 1960.) w—Also 1 per cent stock divi- 
dend payable December 31, 1960, x—Also 124 per cent stock dividend payable October 7, 1960. y—Nine- 
teen hundred and sixty earnings estimated at $3.50 or more. z—Plus 3 per cent stock dividend December 


31, 1960. NC—Not comparable. 
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What Others Think 


Principles of Public Utility Rate Making 


} pone C. BonsriGHtT is professor emeri- 
tus of finance of the Graduate School 
of Business of the Department of Eco- 
nomics at Columbia University. After a 
distinguished teaching career, mostly de- 
voted to the economic problems of public 
utility regulation, Dr. Bonbright, who 
needs no introduction to most readers of 
this publication, still teaches public utility 
economics to upperclassmen of Columbia 
University. His background also includes 
consulting services on utility rates and 
finance for government agencies and pri- 
vate corporations, as well as service as a 
trustee on the New York State Power 
Authority (1931-46), of which he was 
also chairman (1943-46). 

All this is by way of impressive back- 
ground for a most impressive book, 
“Principles of Public Utility Rates,” re- 
cently published by the Columbia Univer- 
sity Press. It is a fairly large-size book 
(433 pages) and obviously betrays long 
and painstaking research. Comparatively 
few books have been written about the 
economic structure of public utility rate 
making, as distinguished from the overall 
determination of the revenue require- 
ments from the regulatory viewpoint. 
There was an excellent 1956 book by 
Russell E. Caywood, “Electric Utility 
Rate Economics” (McGraw-Hill), and 
the general economics work of Professors 


Cabot, Fisher, Glaeser, and Troxel, as 
well as the late utility executives, Samuel 
Ferguson and Luther Nash, and some 
others have touched on the objectives of 
public utility rate structures. But Dr. 
Bonbright has concentrated to a large 
extent on the central thesis that there is 
an inherent inconsistency, if not conflict, 
between the general regulatory require- 
ment of adequate revenue and the actual 
managerial process of setting up a detailed 
rate structure within the framework of 
the revenue limitations thus imposed. 


HY is this so? Dr. Bonbright sets 
forth this theme in the second and 
third chapters of his book. The problem 
stated simply is this: Reasonable public 
utility rates (just as in the case of reason- 
able rates in general) are rates designed 
to perform effectively as instruments of 
social control. Yet a system of rates best 
suited to perform one of multiple func- 
tions of social control is, ipso facto, un- 
likely to perform other functions. Thus, 
practical rate making emerges as a sort 
of compromise between conflicting goals. 
The book is organized into three major 
parts. Part One deals with the basic stand- 
ards of reasonable rates, including the 
alternative concept of cost and value, com- 
petitive price, and social principles of rate 
making. Part Two deals with criteria of 
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reasonable rate levels. Part Three deals 
with the criteria of reasonable rate struc- 
tures or rate differentials. Most of the 
emphasis is on electric rate making, in 
which the author confesses he has had the 
most ‘experience. 

The legal student reading the first chap- 
ter on public utility concept may be a 
little startled at the cavalier manner in 
which Bonbright, reflecting the purely 
economic view, brushes off the traditional 
distinction between businesses “charged 
with public interest’ and those not so 
classed. He does this on the basis of 
Nebbia v. New York (1934) 291 US 
502, 2 PUR NS 337, with the implication 
that legislatures are now free to impose 
the utility status on any business they 
please, without fear of judicial interfer- 
ence. Since legislatures are not likely to 
try any such thing, this is perhaps rela- 
tively unimportant. In any event, the book 
is entirely confined to conventional utility 
regulation. 


bem of the points made in Chapter I 
is of passing interest, since it fore- 
shadows much of the problem which is 
discussed later in the work. That is 
the distinction he makes between public 
utility service and a truly “socialized 
service.” A public utility, he says, is es- 
sentially a business—for all the imposition 
of public controls. Even a publicly owned 
and operated utility is based on a busi- 
nesslike assumption that the service will 
be sold at rates at least equal to the cost. 
A truly socialized service, on the other 
hand, is seen in the government operation 
of streets, highways, parks, zoos, schools, 
health and police systems—all costly to 
render but furnished without regard to 
the consumer’s ability to pay, the amount 
of use, or benefit received. 

“Only if a city, having taken over a 
private electric plant, were to abandon 
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the effort to make it financially self-sup- 
porting in favor of free service . . . could 
it have socialized the electric service.” 
In that event, of course, it would no 
longer be a public utility or a business. 
Dr. Bonbright clearly indicates that he is 
not in favor of this, and believes that 
publicly owned utility operations should 
stand on their own economic feet without 
the crutch of subsidy. 


yo this distinction is unquestion- 
ably valid from a strictly economic 
point of view, it probably would not 
square with the usual concept of social- 
ized utility service in the political sense. 
When Great Britain (and most other 
European and even communist countries 
for that matter) nationalized their utility 
services, they did not abandon the cost 
basis for a welfare basis of rate making. 
Yet, the socialist Labor government of 
Britain was undoubtedly under the im- 
pression that it had socialized such serv- 
ices. Indeed, the argument over whether 
to pursue socialization of industry further 
became quite a campaign issue between 
the Laborites and the Conservatives, and 
within the Labor party itself, following 
its fall from power. In this light, the 
switch over of a business or industry 
from the area of private enterprise to 
the area of government control and op- 
eration is, pro tanto, socialization, re- 
gardless of how the rates are charged 
for service. But this boils down to a 
matter of definition of a much-abused 
word. 

The business cost standard of rate mak- 
ing thus comes to the fore as the conven- 
tional basis for both rate regulation and 
rate fixing as we know them, But there 
are dissenting voices whose views and 
theories Dr. Bonbright covers quite ex- 
haustively in his concluding chapters on 
marginal costs. 
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Lee are the primary functions of 
public utility rates? Bonbright lists 
four: (1) the producer-motivation or 
capital attraction function; (2) the effi- 
ciency-incentive function; (3) the demand 
control or consumer rationing function; 
(4) the income-distributive function. 
None of these functions are mutually ex- 
clusive nor necessarily incompatible with 
the others. But in the development of 
rates along any single line, there occurs a 
point at which emphasis on one of these 
functions means sacrificing consideration 
of the others. Thus, in order to attract 


capital—one of the most prominent and 
widely recognized functions of utility rates 
—a company must impose charges which 
will yield a sufficient rate above operating 
expenses to suit the investor. Anything 
less would, at least in the long run, defeat 
this essential requirement. 

Yet, this could never be accepted as the 
sole function, since if it were pursued ex- 
clusively the other functions would suffer : 
efficiency, proper demand control (or con- 
sumer rationing), and the income distri- 
bution goal (which simply means trans- 
ferring a compensatory amount of 
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purchasing power from those who use 
utility service to those who produce and 
sell it). 


— economists, according to the 
author, have placed the most em- 
phasis on “demand control.” For this 
purpose a rate is designed, not so much 
to induce production, but rather to restrict 
or influence the demand so that service 
will be available to all customers under 
the most economic conditions of usage— 
the price being a sort of automatic control 
element. If, to use an extreme example, a 
municipal utility were to furnish free serv- 
ice or service at very much less than cost, 
so much of it would be used as to be 
wasteful and a tax upon the city to expand 
capacity to keep up with such a great 
demand. This would be unfair to residents 
who are subject to high taxes, but make 
only small use of electric service. 

The fourth element, unlike the first 
three (which are designed to provide the 
community with adequate kinds and 
amounts of utility service produced in an 
economic manner), controls the desirable 
amount of purchasing power to be trans- 
ferred from the consumer to the producer. 
Professor Bonbright distinguishes this 
factor from mere stimulation of produc- 
tion or limiting consumption. It becomes 
a means of distribution or redistribution. 


oo the conflicts between these 
functions, Dr. Bonbright says: 


The first type of conflict arises be- 
cause, with a regulated monopoly such 
as an electric power company or a tele- 
phone company, financial experience 
strongly suggests that the type of regu- 
lation best designed to maintain corpo- 
rate ability to raise capital is one which 
goes as far as feasible toward protect- 
ing the security holders against the 
risks of financial loss. In other words, 
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maximum security rather than the 
sporting chance of high gains is the 
most effective inducement for this type 
of investment. This view is accepted 
by modern rate regulation, which un- 
dertakes to supply the financial security 
within limits. But if regulation goes 
too far in an attempt to supply this 
security, there arises the serious danger 
of a loss of managerial incentive toward 
efficient operation. And some writers 
believe that American rate regulation 
has gone well beyond this danger point 
in its readiness to give the capital- 
attraction function priority over the 
efficiency-incentive function of the price 
system. 

The second type of conflict among 
functions of utility rates—that between 
the capital-attraction and the consumer- 
rationing functions—is of even more 
importance from the standpoint of rate 
theory. To be sure, performance of both 
of these functions calls for the accept- 
ance of a cost-of-service standard of 
reasonable rates (or of reasonable mini- 
mum rates), with the result that there 
is a degree of harmony between the 
two functions. But the harmony is not 
complete, since the cost relevant to the 
capital-attraction standard is total ex- 
perienced cost, whereas the cost most 
clearly relevant to the consumer-ration- 
ing standard is prospective incremental 
cost—the estimated additional cost of 
additional units of service. In conse- 
quence, the rates of charge that would 
be best designed to serve the one objec- 
tive of rate making are not the most 
efficient rates for the attainment of the 
other objective. Standard public utility 
regulation is vaguely, though imper- 
fectly, aware of this dilemma and at- 
tempts to meet it by discriminatory 
deviations from cost pricing of a 
“value-of-the-service” character. On 
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the other hand, some economists have 
supported another, more radical, escape 
from the dilemma, in the form of a pro- 
posal to base rates entirely on marginal 
or incremental costs, any resulting de- 
ficiencies in total revenue being made 
good by tax-financed subsidies. 


Papier IV and V deal very thor- 
oughly with the historical contro- 
versy between cost of service and value 
of service in rate making, but primarily 
from the economist’s rather than the legal 
view. Chapter VI deals with competitive 
price, or at least a hypothetical competi- 
tive price, as a substitute for a regulated 
price. This is an intriguing proposition, 
but Dr. Bonbright feels it has definite 
limitations. 

Chapter VII deals with social principles 
of rate making and takes into considera- 
tion such matters as consumers’ ability to 
pay and the more leftish welfare concept 
of utility service. In a restrained way, the 
author is quite critical of this. 

Fairness of rates, as distinguished from 
function efficiency, is the subject of Chap- 
ter VIII. As to this, the author concludes 
that the proper role of fairness in deter- 
mining reasonable rates should be sub- 
ordinate—when given separate recogni- 
tion in rate making—and regarded only 
as a restraint on unqualified acceptance of 
rate making based on maximum economic 
or social efficiency. Chapters X, XI, XII, 
XIII, XIV, and XV deal with such im- 
portant standard topics in this area as 
fair rate of return, the cost rate base, and 
the replacement cost rate bases, respec- 
tively. 


r is in the third part of his book, on the 
rate structure, that Professor Bon- 
bright comes to grips with the inherent 
conflicts in the various rate-making goals 
already mentioned, especially in his Chap- 


ter XIX on rate discrimination. Not every 
rate discrimination, of course, is an unfair 
or illegal discrimination (otherwise, air- 
lines would have to charge passenger 
fares by the pound). Rate differentials, 
when properly considered, are not only 
necessary but failure to charge rate differ- 
entials under various conditions of service 
would in itself be the rankest form of 
depreciation. 

The concluding chapter on the philoso- 
phy of marginal-cost pricing is probably 
the most provocative one in this excellent 
work. The author distinguishes between 
the so-called long-run and short-run mar- 
ginal cost rate making. This is supposed 
at least to fulfill the important function 
of securing optimum utilization of what- 
ever utility plant capacity exists at a par- 
ticular time. But, as Dr. Bonbright points 
out, it surrenders other functions of even 
greater importance, including, particu- 
larly, that of the long-run control of the 
demand for and supply of utility services. 

The book closes with a critical com- 
ment which the author makes on the 
policy of subsidizing government-owned 
and -operated utility services. He ends 
his book with this statement : 


. .. My present, tentative, opinion is 
that the weight of the argument favors 
attempts to put publicly and privately 
owned electric power systems more 
nearly on a par, taxwise, by a combi- 
nation of a heavier public tax load and 
a lighter private tax load. But this is 
not a book on public utility taxation or 
on public ownership, and the questions 
raised here demand thoroughgoing 
separate studies. 


MONG the most valuable features of Dr. 
Bonbright’s volume is the extensive 
documentation, clearly revealing the rich, 
broad, and thorough background of the 
author in the economic literature in this 
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field. The bibliography of publications 
cited in the footnotes is a listing of prob- 
ably the very best and most thoughtful 
articles on utility rate making and allied 
topics by the most competent authors. 
Furthermore, Dr. Bonbright does not 
simply refer to these sources, but, in 
almost every case, by excerpts and di- 


gested analysis shows their very apt rele- 
vancy to the related text. There are also a 
very good index and table of cases. 


—F, X. W. 
PRINCIPLES OF PuslLic Utitity RATeEs. By James 


C. Bonbright. Columbia University Press, New 
York, New York. 1961. Pp. 433. Price, $10. 





Financing Utility Growth 


B= S. GILM_ER, the president of the 
South’s most far-flung public utility, 
recently told the Southeastern Electric 
Exchange, in a speech at Boca Raton, 
Florida, that the task of financing utility 
growth ahead is a greater challenge than 
any so far met by utilities in the postwar 
economy. Mr. Gilmer, who is president of 
the nine-state Southern Bell Telephone & 
Telegraph Company, predicted that the 
1960’s will require as much expansion of 
utilities in the South as did the 1950's. 

Very large capital investment sums 
must be raised by utilities in the South 
for the expansion that will be needed for 
the region’s continued overall growth and 
progress, Mr. Gilmer stated. This comes, 
he added, at a time when the supply of 
available capital is strained by unprece- 
dented world-wide demands for develop- 
ment and expansion funds. He related 
that monetary authorities generally expect 
the world-wide shortage of investment 
capital that exists today to continue for 
many years. Capital can be accumulated 
only as savings out of production, and 
this will be done in increasing amounts 
only when there is an increased incentive 
to save, he noted. 

The telephone executive declared that 
meeting successfully the challenge to raise 
the necessary investment funds will re- 
quire improved inducement for capital 
attraction. He observed that with compe- 


tition increasing for investment capital 
generally, and with utilities having to 
compete against nonregulated, nonutility 
businesses for the investors’ dollars, utili- 
ties will require earnings that are broadly 
comparable to those of other well-man- 
aged progressive companies. They are too 
far below today, Mr. Gilmer believes. 


- order to reinforce this premise, he 
stated that the margin of safety in 
terms of stability of earnings, heretofore 
conceded automatically to any business 
designated “regulated utility,” is ever be- 
coming less and less real. 

Mr. Gilmer carried the comparisons of 
utilities with nonutilities further and re- 
ferred to the new competition which the 
utilities must face. He observed not only 
must the utility companies compete as 
always in the open market for capital, but 
they must also continue to compete for 
good employees and for managerial talent. 
Today, he stated, the utility must depend 
much more on the results obtained by 
aggressive marketing of optional or lux- 
ury items. In the past heavier reliance 
could be placed on basic services. 

Citing statistics, Gilmer declared that 
the best earning companies, whether 
regulated or not, do the most for con- 
sumers, employees, and investors, and, in 
the long run, good earnings are in the 
best interest of all three. 
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The March of 
Events 


Desalting Problem Unsolved 


HE Interior Department has told 

Congress that an 11-year program to 
find a cheap way to make salt water 
drinkable is nearing its end and the goal 
has not been met. The progress report 
was made by Charles F. MacGowan, di- 
rector of the Office of Saline Water, dur- 
ing hearings held by a House Appropria- 
tions subcommittee. Testimony was made 
public on April 5th. 


’ tt i—— 


“Although progress in saline water 
conversion has been made,” MacGowan 
said, “the low-cost goals have not been 
achieved and new ideas and new processes 
are needed. It is very unlikely that the 
conversion processes selected for the dem- 
onstration plants are the best that can be 
developed,” he added. “Further research 
cannot only improve these processes but 
also holds promise of developing entirely 
new methods which may permit the at- 
tainment of a major breakthrough.” 


California 


Telephone Tax Measure 
Offered 


Feeney state constitutional amend- 
ment has been introduced in the 
California legislature which would re- 
quire telephone companies to pay an an- 
nual tax of 1 per cent on business done 
in California in return for the use of city 
streets and county roads. 

Senator Richards of Los Angeles, spon- 
sor of the measure, said it was made 
necessary when the courts ruled that tele- 
phone companies, unlike other utilities, 
are exempt from the usual franchise 
taxes paid for the privilege of using pub- 
lic streets for the conduct of company 
business. 

The proposed amendment, drafted fol- 


lowing an eight-year study of the prob- 
lem, would impose an annual tax of 1 
per cent on local and toll service revenues 
received by the telephone companies from 
intrastate communication services and 
would be distributed to the cities and 
counties on a population basis. 

The levy would be in lieu of all other 
local taxes, including business licenses, 
excise, franchise, and local income taxes, 
as well as ad valorem taxes on telephone 
company rights of way. 

Richards said his proposed amendment 
would put the telephone companies in the 
same position as gas, electric, water, and 
transportation companies and other utili- 
ties using public streets and paying fran- 
chise taxes for that right. 
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Florida 


Utility Tax Increase Plan 
Opposed 
kc a enainbe to a proposal to double 
Florida’s 13 per cent gross utility 

tax was expressed by utility officials at 
a recent meeting in Orlando. Such an in- 
crease in the tax ,which is imposed on all 
utility bills, has been suggested by Gov- 
ernor Bryant to raise an estimated $8.9 
million in additional state revenue. 

The group which met in Orlando sent 
a protest telegram to the governor. The 
telegram, signed by John Kelly of Gaines- 
ville, president of the Florida Municipal 
Utilities Association, who served as 
chairman at the meeting, said in part as 
follows: 


Spokesmen for the electric, gas, and 
telephone utilities of Florida met in 
Orlando. . . to consider the impact that 
the proposed doubling of the state gross 


receipts utilities tax, as suggested by 
the governor, would have on the people 
of Florida. 

In attendance were representatives 
of the Florida Municipal Utilities As- 
sociation, and the Florida REA State- 
wide Association composed of the 
municipally owned electric utilities and 
the rural electric co-operatives, the 
Florida Natural Gas Association, the 
telephone industry, and the private elec- 
tric utility companies. 

It was the unanimous opinion of all 
these utilities serving the people of 
Florida that regardless of the form in 
which this tax would be levied its im- 
pact would fall on the consumer and 
would be an additional tax which their 
customers would have to pay... . 


The group expressed the hope that the 
governor would reconsider his suggestion. 


Kentucky 


Gets TVA Coal Contract 


Ww: Kentucky Coat Company has 
been awarded a Tennessee Valley 
Authority contract to supply 1 million 
tons of coal a year for ten years. The 
contract will mean an additional 50,000 
man-days of work a year at West Ken- 
tucky’s Pleasant View mine. 


The news was confirmed by the chief 
of TVA’s procurement branch, division 
of material. He said the price for the 10 
million tons of untreated coal totaled ap- 
proximately $20 million F.O.B. at the 
mine. 

Starting date for delivery of the coal 
was April 10th. 


Michigan 


Fight to Keep Nuisance Taxes 
— Republican state senators have 

built up pressure to keep parts of the 
$50 million nuisance tax package on the 
books beyond its June 30th expiration 
date. A bill to retain the $10 million use 
tax on telephone and telegraph companies 
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was described as a vehicle to keep all of 
them. 

Senator Roberts (Pontiac) and six co- 
sponsors said the first target was the 4 
per cent use tax on the utilities. Other 
temporary taxes are being collected on 
liquor, beer, and tobacco. 





THE MARCH OF EVENTS 


North Dakota 


Power Co-ops Seeks REA 
Loan 


eae co-operatives in North Dakota 
have asked the Rural Electrification 
Administration for a $44,312,000 loan to 
build the first of five big electric-generat- 
ing plants planned in co-ordination with 
private companies. 

Seeking the loan for the first 200,000- 
kilowatt, lignite-burning units are 32 
electric distribution co-ops in the Dakotas 
and Minnesota and three power co-ops, 
Minnkota Power of Grand Forks, North 
Dakota, Central Power of Minot, North 
Dakota, and Dakotas Electric of Bis- 
marck, North Dakota. 

The second plant will be built and fi- 
nanced by Otter Tail Power Company 
and Northern States Power Company by 
the fall of 1969. 

The power companies and co-opera- 
tives said they plan to construct five 
plants with a combined capacity of 1 mil- 
lion kilowatts by 1977. The first plant is 


to be built at Stanton, North Dakota, 
near the Missouri river. 


Would Abolish Telephone 
Excise Taxes 


——_ adopted by the state pub- 
lic service commission urged discon- 
tinuance of federal excise taxes on tele- 
phones and other communications serv- 
ices, Recalling that the tax was adopted 
as a wartime measure, Commission Pres- 
ident Martin Vaaler said its intent was 
to discourage personal use of the then 
overburdened communications installa- 
tions and to increase revenue. He as- 
serted the tax should be discontinued. 
“Tax relief to the public is far overdue.” 

The resolution said the federal excise 
taxes distort telephone rates, have a re- 
strictive effect on the use of communica- 
tions services, are discriminatory, and im- 
pair the growth and improvement of such 
services. Smaller telephone companies are 
particularly affected, the resolution said. 


Oregon 


House Rejects Public Power 
Measure 


A BILL that would have permitted 
peoples utility districts to issue rev- 
enue bonds without a vote of the people 


was rejected by the Oregon house of 
representatives. 

Opponents attacked the proposal on the 
basis of its relinquishing rights of the 
people and on its “collectivist” tendencies. 


Pennsylvania 


Railroad Rejects Proposal 
e—— that the Pennsylvania 
Railroad take control of the Phila- 
delphia Transportation Company by ex- 
changing stock on a share-for-share basis 
was declined emphatically by the top 
executive of the PRR. 


The suggestion, contained in an adver- 
tisement placed by an investment firm 
and published in the newspapers, called 
for acquisition of the city’s transit sys- 
tem by the railroad as the only way the 
PTC could become “an ultramodern 
self-supporting unit.” 

APRIL 27, 1961 





PUBLIC UTILITIES FORTNIGHTLY 


James M. Symes, chairman of the 
board of directors of the Pennsylvania, 
turned thumbs down on the suggestion 
immediately upon being informed that 
it had been made. 


“It has been demonstrated that pri- 
vate enterprise cannot operate mass 
transportation systems for commuters in 
a metropolitan area at a profit,” Symes 
said. 


Tennessee 


TVA May Operate Plant 


HE Tennessee Valley Authority con- 
firmed that it is studying the advis- 
ability of taking over operation of the 
steam-electric power plant of the city of 
Memphis. Earlier it had been reported 
from Memphis that the city wants to re- 
join the TVA power system and is try- 
ing to interest the federal agency in buy- 
ing or leasing the big steam plant there 
which went into operation in early 1959. 
A TVA spokesman said the TVA di- 
rectors were studying some such arrange- 
ment with respect to the Memphis steam 
plant. He said TVA directors had not 
yet approved an extension through 1964 
of the existing contract by which the 
federal agency furnishes supplemental 
power in the summer to Memphis. The 


city otherwise would not have enough 
power available from its own plant for 
the summertime air-conditioning load un- 
less it added another $50 million unit. 

The city’s 20-year contract with TVA 
expired June 1, 1958, and was not re- 
newed. However, Memphis since then 
has continued to take power from TVA 
on an interim basis as needed. At one 
point the city took court action in com- 
plaint against having to pay higher rates 
than previously. 

There have been repeated signs, it was 
reported, that Memphis is unhappy about 
its experience outside the TVA family. 
It has had to raise rates to consumers 
once already and is concerned over the 
cost of building enough capacity to meet 
growing requirements. 


Vermont 


Tax Proposal Supported 


- spaecongpel increased taxes on gross in- 
come to finance expanded regulatory 
activity by the state public service com- 
mission were given almost unanimous 
support by major utilities in the state at 
a hearing conducted recently by the bank- 
ing and corporations committee of the 
lower branch of the state legislature. 

A plan to modify increased taxes on 
utilities, as proposed in the measure un- 
der consideration, was presented to the 
committee by Commission Chairman 
Ross. Under this plan, taxes on all utili- 
ties except railroads, express companies, 
and telegraph companies would be in- 
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creased to 0.25 per cent of gross operat- 
ing revenues. Ross said this would raise 
an estimated $96,300 in additional rev- 
enue for the commission and finance sev- 
eral technical staff additions. 

There was also support for another 
proposal submitted by Ross under which 
a reserve fund would be built up by the 
commission for hearings which might be 
called on its own motion. This plan, as 
revised, would impose a levy of 0.1 per 
cent on utility gross operating revenues 
for a two-year period beginning on 1960 
revenues. This levy would expire at the 
end of the period unless the next legis- 
lature acted to continue or modify it. 





Progress 


of 


Regulation 


Trends and Topics 


Exclusion of Rented Property from Rate Base 


Wipe recent decision by the Indiana commission that property rented to 
others should be excluded from the rate base of a gas company (37 
PUR3d 138) is in harmony with many other decisions. Property which is 
not used for public utility activities is usually excluded. In some situations, 
however, rented property has been included in the rate base, but this has been 
justified by special circumstances. 


Leased Property Excluded 


Land leased to another concern was excluded by a federal district court 
(PUR1925C 705). The California commission excluded arc gas lamps used 
for competition with an electric company but leased to those who used the 
lamps (PUR1918A 506). Railway property not strictly used for railway 
purposes, and leased to others, has been excluded in Illinois (PUR1921B 
229), Massachusetts (PUR1916F 221), New York (PUR1927D 637), and 
Pennsylvania (24 PUR NS 433). 

Land and structures were excluded in Missouri (PUR1927E 470), a rented 
powerhouse was excluded in Nebraska (PUR1924A 627), and buildings 
leased by a water company were excluded in Virginia (PUR1932C 342). 
An engineer’s house and garage were excluded by the Connecticut commis- 
sion (23 PUR NS 19). 

The Colorado supreme court ruled that a transmission line leased by an 
electric company should be excluded from the rate base (14 PUR NS 68), 
although the Colorado commission, in an earlier case, had included a trans- 
mission line leased to a generating company for a long term at a nominal 
rental, which resulted in considerable saving by reason of the utility being 
released from line losses and maintenance (PUR1928C 19). Water rights of 
an electric company leased to a lumber company were excluded by the Wash- 
ington commission, although it was claimed that the company received a more 
advantageous rate for wholesale power supply as a result of this arrangement 
(5 PUR NS 204). 
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The New York commission excluded property leased to an individual for 
display of recreational exhibits never employed in the gas business (21 PUR 
NS 353). The Federal Power Commission excluded a dock constructed by 
a licensee for tenants (44 PUR NS 291). A building leased by a telephone 
company to others was excluded by the Wisconsin commission where ex- 
penses and revenues had also been excluded (85 PUR NS 142). 


Grounds for Including Rented Property 


The Indiana commission in one case included a building owned by a tele- 
phone company although rooms in the building were rented, where adequate 
rents were included in gross revenues (PUR1920D 83). The Michigan com- 
mission included an office building, although part of it was leased to another 
company at a fair rental (PUR1922A 385). The Pennsylvania commission 
included a three-story building, although two stories were rented, where the 
records did not permit segregation of value of the used and unused real estate 
(PUR1929D 265). 

The Virginia commission included summer resort property owned by a 
transit company and leased to an amusement company at a low annual rent 
where it appeared ‘that continued operation of a transit line would not be 
justified if this were excluded (PUR1924A 566). 

The federal court saw no reason for excluding property purchased by the 
Brooklyn Borough Gas Company although it was subject to a short-term lease 
and tenants occupied the upper floors. Rents collected were used to reduce 


operating expenses (PUR1927A 200). 





Review of Current Cases 


Consumers Protected against Avoidable Taxes 
And Other Expenses in Water Rate Case 


WATER rate decision of the New Projection of Operating Results 


York commission was sustained on : — 
In this rate determination, the com- 


review brought by the New York Water 
Service Corporation on challenges to the 
rate base and other computations. The 
court found the company’s grounds in- 
sufficient in law to warrant judicial inter- 
ference. Based on a 1959 rate base, the 
commission had allowed a rate of return 
of 6.49 per cent. At the time of this pro- 
ceeding the company served five separate 
local areas in New York. It formerly 
operated more extensively in the state, 
but lost some of its plants by local con- 
demnation. 
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mission had weighed into its calculations 
the company’s operations during 1958 
and half of 1959, along with a six-month 
projection to the end of 1959. The com- 
pany urged that further estimates of op- 
erations extending to mid-1960 be used, 
arguing that because of inflationary 
trends and intended improvements and 
additional expenses a higher base would 
be found, with a substantially larger in- 
crease in rates. 

The court found no error of law in the 











commission’s limited projection. This is 
a matter of degree, it was pointed out, 
and. the projection to the end of 1959 
was a reasonable limitation. 


Expenses for Lost Plants Eliminated 


In calculating the company’s expenses 
for its five remaining districts, the com- 
mission had eliminated the proportion of 
central administrative expense applicable 
to two other districts which were lost 
from the system by condemnation in 
1959. The company argued that its total 
administrative expenses continued on in 
1959 in spite of the elimination of the 
two districts and that those expenses 
were necessary to proper maintenance of 
service in the remaining five districts. 

The commission contended that some 
of the accounting work which the com- 
pany sought to charge as utility operating 
expense was for adjustments with the 
public authority which took over one 
major plant, and that the cost of this 
work should not be borne by the con- 
sumers. It was also contended that the 
commingling of the company’s utility and 
nonutility business had led to overloading 
the consuming public with portions of 
joint office expense attributable to the 
nonutility business. The court thought 
the commission was entirely warranted 
in eliminating the proportional expense of 
the two condemned plants. 


Avoidable Taxes Disallowed 


In order to avoid paying a federal 
capital gains tax on a portion of the pro- 
ceeds from the condemnation and sale of 
its property, the company had elected to 
consider that some of the proceeds were 
reinvested in utility plant. But property 
thus purchased must be depreciated for 
tax purposes on the cost of the original 
property. This resulted in a substantially 
higher federal tax than if the new prop- 
ertv had been bought and depreciated in 
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the usual way. The commission had dis- 
allowed the increased tax in fixing the 
tax base, indicating that the company had 
elected to save its stockholders a capital 
gains tax in an area of no value to the 
consumer. 

The court thought the company’s elec- 
tion, in effect, sought to pass on an un- 
favorable end result—a higher tax—to 
its consumers. Though the court recog- 
nized that cogent arguments could be 
made for the company, nevertheless, the 
commission’s determination was neither 
so arbitrary nor so wrong as a matter 
of law as to require judicial interference. 

It was further held that the commis- 
sion properly disallowed as an operating 
expense the payment of federal taxes 
which resulted from an election by the 
company not to claim for rate case pur- 
poses tax deductions on interest of sink- 
ing-fund debentures. These debentures, 
the court declared, were sufficiently re- 
lated to the utility property and business, 
and a lien on its assets, to indicate that 
they should be included as a tax deduc- 
tion in respect of such business. 

Also justly disallowed were legal fees 
paid in connection with litigation insti- 
tuted by dissatisfied stockholders, and 
legal fees relating to a disapproved note 
issue intended to retire stock held by such 
dissatisfied stockholders. The dispute with 
the stockholders had no important bear- 
ing on the management of the utility part 
of the business but related to the distribu- 
tion of the substantial capital gains from 
the condemnation and sale of company 
property. 


Land Sale Profit Goes to Consumers 


In 1951 the company sold land which 
had been used for utility purposes but 
which was no longer useful. A large net 
profit was realized. In a subsequent rate 
proceeding, the commission. ruled that 
the company’s return should be reduced 
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by one-seventeenth of the profit annually 
over a period of seventeen years. This 
ruling, uncontested up to now, was fol- 
lowed in the instant case. The company 
objected. 

The court observed that the commis- 
sion allows land sold at a loss to be 
debited to the depreciation reserve, thus 
increasing the rate base. If land is sold 
at a profit, it is required that the profit 


€ 


be credited to depreciation reserve, with 
a corresponding reduction of the rate base 
and resulting return. The utility is thus 
protected from a loss in the sale of land 
in its operations, said the court, and it 
seems reasonable that it should pass on a 
profit to the consumer. New York Water 
Service Corp. v. New York Pub. Service 
Commission, 12 AD2d 122, 208 NYS2d 
857. 


Utility Providing Inadequate Service 
Given Chance to Improve 


HE Missouri commission withheld 
ruling on an application by Grand 
River Mutual Telephone Corporation for 
authority to enter the territory of the 
Farmers Mutual Telephone Company and 
provide adequate service in place of the 
poor service then being furnished in the 
area. Apparently, only switcher service 
was being provided by Farmers Mutual, 
which the commission declared inade- 
quate. The latter utility showed, however, 
that it plans to rebuild its system and 
convert to dial operation, though it had 
filed no application with respect to con- 
version. 
The commission pointed out that since 
Farmers Mutual is a regulated public 


7d 


utility it must be given an opportunity to 
improve its service before another com- 
pany may be authorized to take over its 
territory. Farmers Mutual was ordered 
to submit plans for rehabilitation of its 
plant to provide adequate service. 

Grand River Mutual was authorized, 
on the other hand, to construct facilities 
and furnish modern dial service in the 
service area of another company, Graham 
Telephone Company. It did not appear 
that Graham offered any evidence that it 
intended to improve its service which was 
plainly inadequate. Grand River Mut. 
Teleph. Corp. v. Farmers Mut. Teleph. 
Co. of Maitland et al. Case No. 14,435, 
November 28, 1960. 


Telephone Rate Increase Founded on Capital Cost and Revenues 
Allocated through Exchange Grouping 


HE Ohio commission allowed Gen- 

eral Telephone Company of Ohio 
$1,435,700 of a requested rate increase 
of $2,763,700. The additional revenue 
will result in a rate of return of 5.8 per 
cent on a reproduction cost new less de- 
preciation rate base. A 12-month test 
period ending June 30, 1959, was 
adopted, and December 31, 1958, was 
used as the date certain for plant valua- 
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tion. As a consequence of taking a test 
period of which the date certain is the 
mid-point, said the commission, no an- 
nualization of the company’s revenues 
and expenses is necessary and thus the 
element of speculation and judgment is 
to that extent reduced. 


Capital Cost and Rate of Return 
Witnesses for the company sought a 
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rate Of return of about 7 per cent. They 
used a capital structure of 49 per cent 
debt, 14 per cent preferred stock, and 37 
per cent common equity. This included 
bonds issued after the test year. The 
actual capital structure as of the date 
certain—the mid-point of the test vear— 
was 50.7 per cent debt, 14.6 per cent pre- 
ferred stock, and 34.7 per cent common 
equity. The commission calculated the 
embedded cost of debt as of the end of 
1958 at 4.1 per cent, taking into con- 
sideration notes payable at that time, 
which were subsequently refunded by a 
bond issue toward the end of 1959. The 
actual embedded cost of preferred stock 
was 5.32 per cent. 

The two company witnesses contended 
that the cost of equity was 10.8 and 10.5 
per cent, respectively. The former figure 
was apparently based primarily on a divi- 
dend rate of 7 per cent at a 65 per cent 
pay-out ratio. The latter appeared to be 
founded primarily on interest and pre- 
ferred dividend coverage relationships. 
Considering all the evidence, the com- 
mission concluded that 5.8 per cent was 
a fair rate of return. 

Using the actual capital structure at 
the end of 1958 and costs of debt and 
preferred stock of 4.1 and 5.3 per cent, 
respectively, this rate of return would 
provide a return of approximately 8.5 
per cent on the equity portion of the rate 
base. This, in turn, would enable the 
company to pay a dividend of 6 per cent 
on the equity at a pay-out ratio of about 
70 per cent after the payment of hypo- 
thetical interest and preferred stock divi- 
dends. An equity return of 9.5 per cent 
was urged in a dissenting opinion filed 
in this case. 


Depreciation and Rate Base Items 


The company was limited to a com- 
posite depreciation accrual rate of 4.8 per 
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cent. A requested rate of 5.32 per cent 
was denied for lack of any evidentiary 
support. It also appeared to be incom- 
patible with the accrual rates of other 
telephone companies. 

A claim for organization cost as an 
item in the rate base was similarly de- 
nied because there was no substantiating 
evidence. Nor was an allowance granted 
for materials and supplies or for cash 
working capital, since there were ample 
funds available for the company’s use 
from tax accruals to cover these require- 
ments. Rate case expense was amortized 
over a period of three years in view of 
the company’s rate case history and the 
prospective average period between rate 
proceedings. 


Exchange Rate Groups 


The applicant proposed to classify its 
exchanges into rate bands or groups on 
the basis of the number of telephones in 
the local service area. The commission 
observed that it has approved the group- 
ing of exchanges in other proceedings as 
an acceptable method of allocating the 
local service portion of the allowable 
gross annual revenues. Any exchanges 
assigned to a specific rate group at the 
time of a rate proceeding must continue 
in the same rate group, however, until a 
subsequent rate adjustment is specifically 
authorized. 

In adopting such grouping in this 
proceeding, the commission provided that 
the basis for placing an exchange in a 
specific band or group would be the num- 
ber of main station services in the local 
service area (main primary stations, pay 
stations, and PBX trunks) as opposed to 
the basis suggested by the company ; 7.c., 
the number of telephones in the local 
service area (including business extension 
stations, residential extension stations, 
PBX stations, and PABX sstations). 
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Also, within each band or group the rate 
structure should provide different main 
station service rate levels for magneto, 
common battery, and dial exchange areas. 

Noting the company’s present construc- 
tion and conversion program, the com- 
mission authorized it, coincident with the 
conversion of magneto and common bat- 
tery exchange areas to dial operations, to 
withdraw the discounts attributable to 
common battery and dial operations, 
without further application to the com- 
mission. 


Extended-area Service 


In approving proposals to establish ex- 
tended-area service in several areas, the 


€ 


commission noted that it has, as.a matter 
of policy, encouraged the development of 
extended-area service and the expansion 
of local service areas, inasmuch as this 
service more adequately meets the. re- 
quirements of subscribers. Subscribers 
apparently prefer to pay flat monthly 
rates for unlimited calling privileges 
through a geographic local service area, 
rather than to pay toll charges on each 
individual call. The, company was re- 
quired to explore and report on the feasi- 
bility of possible metropolitan extended- 
area service in a number of other areas 
in its service territory. Re General 
Teleph. Co. of Ohio, Case No. 28,168, 
February 9, 1961. 


Tax Accounting under Accelerated Depreciation 


INCE, for the purpose of computing 
federal income tax expense for rate 
making, the amount of a current tax re- 
duction arising from accelerated deprecia- 
tion may not be charged against current 
income, the Ohio commission authorized 
an electric company to discontinue the use 
of a previously prescribed account, ‘“Pro- 
vision for Future Federal Income Taxes,” 


& 


and thereafter to charge as federal in- 
come tax expense in this respect only the 
actual taxes currently due. The company 
will be permitted to follow such account- 
ing procedures in respect to accelerated 
federal tax depreciation as it may elect to 
take under § 167 (b):of the Internal 
Revenue Code of 1954. Re Ohio Power 
Co. No. 26,190-A, February 20, 1961. 


Officers’ Salary Excluded from Utility Expenses 


. | ‘aE Ohio commission granted a small 


gas company a rate increase cal- 
culated to afford a rate of return of 5.75 
per cent on a reproduction cost new less 
depreciation rate base. The increase, 
which will average about 9.5 per cent, is 
substantially less than was requested. 
The commission found that the salary 
of the company president could not prop- 
erly be regarded as an expense of op- 
erating the utility. Witnesses were unable 
to specify any definite duties assigned to 
the president. Testimony showed that this 
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officer was in his eighties and that “he’s 
not active in the business only that he 
incepted the business and had the vision 
of the Vanlue Gas Company and he’s still 
active as far as that goes in the financial 
matters of the company.” In view of this 
evidence—or lack of evidence—the com- 
mission concluded that the president was 
not actively engaged in the affairs of the 
company and that payments to him must 
be treated as dividends rather than as 
operating expense. Re Vanlue Gas Co. No. 
29,122, February 9, 1961. 
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Investment Risks Attending Partnership 
Considered in Fixing Rate of Return 


._ Ohio commission rejected a pro- 
posal made by the commission’s staff 
accountants to allow a_ water utility 
partnership the regular corporate income 
tax as a part of the cost of service. Since 
the business is a partnership, the only 
federal income taxes paid are the personal 
income taxes of the individual partners. 

With the elimination of this item, 
the utility would earn 5.13 per cent on 
its depreciated reproduction cost rate 


e 


base. This was held to be inadequate. 

A partnership involves more risk with 
regard to investments than does a cor- 
poration, said the commission, because of 
the limited liability of the latter. In view 
of this consideration, the commission 
found that a rate of return of 7 per cent 
would be reasonable for this utility. Ap- 
propriate rates were authorized. Re 
Champion Water Co. Case No. 28,943, 
February 17, 1961. 


Natural Gas Company Wants 1.93 Per Cent 
Return, Gets 6.5 Per Cent 


U turned out to be a matter of arithmet- 
ical semantics. Jacksonville Gas Cor- 
poration, an almost wholly owned sub- 
sidiary of The Houston Corporation, had 
submitted evidence that the proposed 
rates would produce a return of only 
1.93 per cent, but that the company was, 
nevertheless, supporting such rates. 

On the other hand, when the Florida 
commission applied the net operating in- 
come derived from its calculations to the 
rate base found reasonable the result was 
a return of 7.77 per cent. 

The company had converted from 
manufactured to natural gas, and had 
obtained commission approval of tem- 
porary rates. At this proceeding to fix 
permanent rates, the question was how 
much of a reduction should be ordered. 


Cost-of-capital Variance 

The return issue was compounded by 
a situation which made a cost-of-capital 
study difficult to relate to a rate of re- 
turn. The company had total outstanding 
capital of $2,769,044. The net plant in 
service rate base had been fixed at ap- 
proximately $4.5 million. Also carried on 
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the company’s books, in an amount of 
$4,201,418, were advances from the par- 
ent company. If such advances were in- 
cluded in the utility’s capital structure, 
the total capital would have amounted to 
$6,970,462. 

If the commission were to determine 
the earnings requirements on the actual 
capital structure and to apply those dol- 
lars to the rate base, a very low rate of 
return would result. Conversely, if the 
commission were to prorate the advances 
to the capital structure, assigning a cost, 
and applying the dollar earnings required 
to the much lower rate base, a very high 
rate of return would result. 


Advances from Parent 


The only reasonable alternative ap- 
peared to be to work with percentages 
only, eliminating the dollar requirements 
and assigning the per cent requirements 
to the rate base. In this manner, the 
variance between the rate base and the 
capital structure presented no particular 
problem. The only problem was the 
method of treating the advances from the 
parent company. Should they be ignored 
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and the cost of capital figured only on 
the actual amount outstanding, or should 
the advances be treated as a part of capi- 
tal, and if so, what costs should be as- 
signed thereon? 

The utility had not considered these 
advances as a part of its capital structure, 
and the commission found no basis for 
setting up a fictitious capital structure by 
giving the advances such an assumed 
classification. It, therefore, used actual 
cost of long-term debt and allowed rea- 
sonable earnings on common equity. The 
common equity ratio was 41.53 per cent 
of total capital and was a comparably 
high ratio with correspondingly less risk. 
For that reason, the commission allowed 
earnings of only 10 per cent on common 
equity and arrived at a total cost of capi- 
tal of 6.49 per cent. 

The commission did not consider the 
rate of return of primary importance in 
the case because the utility had sought 
only 1.93 per cent on the basis of its 
interpretation of its operating experience 
and in the light of its projected opera- 
tions. The commission, though, did not 
agree with the utility’s estimate that its 
proposed rates would permit it to earn a 
return of only 1.93 per cent. The com- 
mission was convinced the utility had 
underestimated its projected earnings. 
The commission found that a return of 
6.5 per cent was reasonable. 


Net Plant in Service Rate Base 


The major element in the rate base, 
plant in service, was adjusted downward 
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by excluding land and structures carried 
as distribution property which had been 
retired as no longer useful after the con- 
version to natural gas. 

Nonrevenue-producing property was 
excluded from construction work in 
progress. Customer advances for con- 
struction: were included in the rate base. 
Amounts applicable to production ma- 
terials and appliances and appliance parts 
were excluded from the materials and 
supplies allowance. The cash working 
capital allowance was adjusted down- 
ward by excising joint administrative and 
general expenses allocated from the par- 
ent company which were neither billed as 
an expense for distribution nor collected. 

In addition, conversion costs and prop- 
erty losses incurred by the company were 
held to be excessive expenses which could 
not be capitalized and had to be amortized 
over a number of operating periods. 


Customer Service Charges 


The commission approved a proposed 
service charge of $2.50, a connect charge 
of $2, and a disconnect charge of $2 
when the total bill for the period was less 
than $15. The latter charge, however, 
was not to be applied when the customer 
was transferring from one location to 
another within the company’s service 
area. A minimum charge of $1.50 for the 
first three therms for residential custom- 
ers was considered fair and reasonable. 
Re Jacksonville Gas Corp. Docket No. 
6072-GU, Order No. 3136, March 13, 
1961. 


Contract Provision Not Bar to Continued Service 


a North Carolina supreme court 
reversed and remanded a judgment 
denying an injunction to an electric co- 
operative barring an electric company 
from serving in an area which had been 
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annexed to a city. A contract between the 
company and the co-operative for the 
sale of power to the co-operative pro- 
vided that neither would duplicate the 
other’s services. This provision, held the 
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court, did not bar the company from 
serving customers which the co-operative 
could not lawfully serve in the annexed 
area. However, the co-operative had the 
right to continue to serve members who 
had formerly lived in the rural area but 
were now a part of the city by virtue of 
the annexation. Since co-operatives, by 
statute, could operate only in rural areas, 
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residents in the annexed areas who de- 
sired to become members of the co-op- 
erative could not be served by the co- 
operative. It lacked a franchise from the 
town to so serve, aside from statutory 
restrictions. The company, on the other 
hand, could serve such residents. Pee Dee 
Electric Membership Corp. v. Carolina 
Power & Light Co. et al. 117 SE2d 764. 


Transit Fare Increase Covers Wage Hike 
But Rules out Special Class Fares 


HE Connecticut commission author- 

ized The Connecticut Company, 
which furnishes transit bus service in 
Hartford, New Haven, and Stamford, to 
put into effect a rate increase calculated 
to result in an operating ratio of expenses 
to revenues of 95.11 per cent. The new 
25-cent cash fare, applicable only to the 
first fare zone, will afford additional an- 
nual revenues of $878,000 and will cover 


a wage arbitration award of $858,000, 
along with other increases in expenses. 
The company had requested a revenue 
increase of about one million dollars. 
Opponents suggested that if the com- 
pany had retained former earnings, fare 
increases would not be necessary at this 


time. The commission observed that 
former earnings, if any, are the property 
of the owners of the enterprise and can- 
not be the basis for the commission’s 
determination of a request for higher 
fares. Such determination must be based 
on present and prospective earnings. 


No Discriminatory Fares 


In reducing the proposed additional 
revenues from one of the company’s dis- 
tricts, the commission observed that it 
was its policy for each division to be self- 
supporting in so far as possible since it 
would be unreasonable to require patrons 
in one operating division to provide a 
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materially greater margin of profit than 
that afforded in other divisions. 

From time to time proposals have been 
advanced for reduced fares for specific 
classes of patrons; for example, senior 
citizens. To prescribe reduced fares for 
any specified group of patrons, said the 
commission, would constitute wunwar- 
ranted discrimination and require that 
some means be found to insure that suf- 
ficient additional revenues be received to 
cover the cost of service. Besides, the as- 
certainment of specific individuals, such 
as senior citizens, who are eligible for re- 
duced fares, would involve many ad- 
ministrative problems. In approving a 
15-cent student fare, the commission also 
rejected the idea of requiring higher 
adult fares in order to subsidize unduly 
low student fares. 


No Income Tax Expense 


The allowed operating ratio was de- 
rived without making any provision for 
federal income taxes. The Connecticut 
Company is a wholly owned subsidiary 
of the New Haven Railroad. A con- 
solidated return is filed, and because of 
the large deficits sustained by the railroad 
in recent years, no income tax is paid. 
Except for this situation, The Connecti- 
cut Company would be subjected to in- 
come tax liability which might compel a 
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higher level of fares. Thus, the commis- 
sion pointed out, although it has been 
contended that this company’s problem 
could be solved by the divestment of its 
stock by the present owner, the fact is 
that such divestment might have the prac- 
tical effect of increasing expenses and 
necessitating higher fares. 


On Solving Transit Problems 


Mentioning various proposed plans 
which have been suggested at one time or 
another for the solution of the problems 
of the transit industry, such as a stand-by 
charge for those benefiting from the 
availability of bus service and public 


ownership and operation, the commission 
reiterated its opinion that the solution of 
the chronic problem of rising expenses 
and diminishing patronage may be 
achieved by the co-operative efforts of 
the carrier, its patrons, municipalities, 
merchants, and all others concerned with 
the need for preserving local bus trans- 
portation. Fare increases alone will not 
solve the problem. 

In deciding this case, the commission 
assumed a continuation of the present 
considerable tax relief enacted by the 
1959 session of the state’s general as- 
sembly. Re Connecticut Co. Docket No. 
9990, February 15, 1961. 


State Reimbursement for Utility Relocation Upheld 


HE Delaware supreme court declared 

constitutional a statute providing for 
state reimbursement to public utilities for 
the cost of removing and relocating fa- 
cilities when necessitated by the construc- 
tion of interstate highway projects. 

The basis of the attack on the statute 
was that it provides for the appropriation 
of public funds to a private corporation 
not for a public purpose. It was con- 
tended that because the utility companies 
are obligated under their franchises to 
remove and relocate their facilities, the 
state is making a gift to them in yielding 
its right under the police power to com- 
pel the utilities to relocate their facilities 
at their own expense. 

The court had no difficulty in conclud- 
ing that the statute constitutes a valid 
exercise of the police power. The con- 
struction and maintenance of highways 
is an inherently governmental function, 
it was pointed out, which belongs pri- 
marily to the state and may be exercised 
by it as a part of the police power in 
connection with the general welfare. 

The court noted that many of the 
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smaller communities and utilities might 
not be able to sustain the cost of remov- 
ing and relocating utility facilities in con- 
nection with the interstate highway con- 
struction program, and that if provision 
for the reimbursement of this cost were 
not made, the interstate highway program 
might be delayed. Conceivably, to require 
the state to bear this cost would cause a 
more equitable distribution of it than if 
the utility owners were compelled to pay 
it alone. 

Moreover, if a state fails to com- 
ply with the requirements of the Federal 
Aid Highway Act and thereby does not 
obtain federal reimbursement to the ex- 
tent of 90 per cent of the expenditures 
for relocation of facilities, that state is, 
nevertheless, required to pay a general 
tax covering the relocation of facilities 
in other states which do comply with the 
federal statute. 

Utility facilities, the court observed, 
are for the benefit of all the people in the 
communities which they serve. They now 
constitute one of the important purposes 
for which highways are constructed and 
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should be recognized and treated as such. 
Delaware State Highway Department v. 


Delaware Power & Light Co. et al. 167 
Add 27. 


Stock Dividend Approved 


HE New York commission author- 

ized Niagara Frontier Transit Sys- 
tem, Inc., to issue $49,330 par value of 
reacquired common stock as a stock divi- 
dend. 

The company proposed to transfer 
this sum from surplus to capital, as re- 
quired by statute. The company’s de- 
preciation reserve was found to be ade- 
quate, and its book surplus amounted to 
nearly $7 million. The funds used to 
reacquire the stock came from the sale 
of unused utility property. 


It was alleged in the application that 
the company had recently expended for 
the acquisition of property in excess of 
$49,330 from income or other moneys in 
the treasury not obtained from the is- 
suance of stocks, bonds, notes, or other 
evidences of indebtedness. This satisfied 
a statutory requirement for a finding 
that such amount has been expended for 
one or more of several statutory purposes, 
including the acquisition of property. Re 
Niagara Frontier Transit System, Inc. 
Case 21551, February 14, 1961. 


State Authority over Interstate Railroad Crossing 


Ks though a railroad company has a 
certificate from the Interstate Com- 
merce Commission, it must obtain au- 
thority from the state commission before 
constructing a track across another rail- 
road track, the South Carolina supreme 
court ruled. Under a state statute the 
commission is given authority to regulate 
and control any crossing by one track of 
another. This statute is not limited to 
grade crossings but applies to any other 
crossing, such as the tunnel involved in 
this case. 

The legislative purpose in this enact- 


ment is a proper exercise of the police 
power to insure the safety and conven- 
ience of the public, said the court. Al- 
though the Interstate Commerce Commis- 
son has exclusive jurisdiction over the 
extension of the lines of railroads that 
are engaged in interstate transportation, 
the state is not thereby deprived of its 
police power to regulate reasonably the 
location and construction of facilities in 
order to insure the maximum safety and 
convenience of the public. Atlanta & 
Charlotte Air Line R. Co. et al. v. Spar- 
tanburg Terminal Co. 117 SE2d 574. 


Cash Working Capital Disallowed as De Minimus 


Le Pennsylvania commission, in 
granting a water company increased 
rates which would produce a return of 
5.9 per cent on the fair value rate base 


found reasonable, disallowed a cash 
working capital allowance after determin- 
ing that the net time lag was inconse- 
quential and that the small amount would 


require further negative adjustment in 
view of accrued taxes. 

In view of the fact that the company 
conducted its quarterly billings on a 
cyclic basis, the commission felt justified 
in rejecting the average time lag of 105 
days in receipt of operating revenues. 
The company would initiate the quarterly 
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cycle by billing one-third of its custom- 
ers following the first full month of 
service, another third after two months, 
and the remainder after three full months 
of service. Essentially, therefore, the 
average time lag in receipt of operating 
revenues, regardless of the amount, 
would be the same as for monthly bill- 
ings. 


Special Legal Expense 


The company had claimed an amount 
for special legal fees incurred during the 
test period resulting from litigation 
against a contractor who damaged the 
company’s distribution system facilities 
while installing sewer lines. The com- 
mission did not consider the special legal 
fees to be proper charges to operating 
expenses, and disallowed them. 


Consolidated Tax Return 


The company, as it had contended in 
previous cases, sought to abolish the al- 


location of consolidated tax savings re- 
sulting from filing its return with its af- 
filiates and parent. The commission 
refused. The benefits attached to the filing 
of a consolidated return should be dis- 
tributed equitably, it said. The tax liabil- 
ity should be apportioned among the 
companies included in the consolidated 
tax return in the manner prescribed by 
the Internal Revenue Code. Section 
1552(a), subsections (1) and (3) pro- 
vide for allocation of consolidated tax 
liability in proportion to the respective 
contribution to taxable income. 

The commission noted, also, that it had 
decided, in recent cases, that the experi- 
ence of the company resulting from its 
participation in a consolidated tax return 
during the latest five-year period should 
form the basis of the determination of a 
reasonable consolidated tax saving rate. 
Pennsylvania Pub. Utility Commission 
et al. v. Riverton Consol. Water Co. C. 
17439, C. 17438, March 20, 1961. 


Air Certificate Modification Not Revocation 


ee AIRLINES, appealing from a 
CAB order amending its certificate, 
claimed that the board’s action, in chang- 
ing its operation from a combination 
trunk and feeder service to a trunk serv- 
ice alone, had actually resulted in a rev- 
ocation of its original certificate. An 
allegation of illegality was made since 
the carrier had not been guilty of any 
intentional violations. 

The board disagreed. Notwithstanding 
that the order resulted in a reduction in 
route miles from 3,947 to 993, and in the 
number of communities served from 83 
to nine, the certificate modification had re- 
duced the carrier’s operating expenses 
15.8 per cent, its overall revenue 7.4 per 
cent, and revenue ton miles (volume of 
traffic) only 2.2 per cent, although reve- 
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nue plane miles (miles actually flown) 
were reduced 16 per cent. The basic 
nature of the carrier, that of a trunk- 
line operation, had not been transformed. 


Public Interest Dominant 


The requirements of the public interest 
were considered by the court to be domi- 
nant in the statutory plan for modifica- 
tion or amendment of air certificates. A 
realistic view of the public interest had 
to include economics effects, said the 
court. It would be unrealistic to hold that 
the public interest was concerned only 
with route miles and points served. These 
are important factors, but so are the 
overall economic factors of revenue, ex- 
pense, and volume of traffic. 

The board’s action did not materially 
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alter these latter factors. It had actually 
bettered the net revenue prospects. The 
certificate modification had left the car- 
rier as the major intra-Alaska carrier. 


Substantial Subsidy Reductions 


The board’s objectives in modifying 
the certificate were to facilitate a reduc- 
tion in the subsidy requirements of 
Alaskan air service and the provision of 
improved services. The changes would 
reduce the carrier’s break-even need by 
334 per cent. It would no longer be re- 
quired to maintain small aircraft but 
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could give full attention to its economi- 
cally more important trunk operations. 
The smaller carriers which had been as- 
signed the bush operations had less in- 
direct costs and could also achieve 
additional cost savings from increased 
utilization of their equipment and facili- 
ties. 

The court agreed that substantial re- 
ductions in subsidies are a material factor 
in determining the public convenience and 
necessity, so long as the operating serv- 
ice is not impaired. Alaska Airlines Inc. 
v. Civil Aeronautics Board, 285 F2d 672. 


Interlining to Initiate New Service 
Not Permissible 


oe North Dakota commission had 
some interesting comments to make 
in a case where it found an irregular 
route motor carrier conducting a regular 
route operation and making no attempt 
to solicit or carry shipments destined to 
points not on the regular routes. The 
company had been using its authority 
primarily for the purpose of interlining 
with another carrier over regular routes. 

Although the fact that most of the 
shipments handled by the company were 
interlined did not in itself demonstrate 
any impropriety in the method of opera- 
tion, the commission thought it tended to 
confirm the conclusion that the company 
was making no attempt to conduct an ir- 
regular route operation. It directed the 
company to elect which method of opera- 
tion it would use in the future, and to 
obtain the required authority by proper 
application if it chose a regular route 
operation. 


Interlining by Special Carriers 
Whether special carriers could lawful- 
ly interline was not specified as an issue 
to be considered in the proceeding, but 


the commission’s obiter dictum on this 
point was intended to inform the industry 
of its position. 

Generally speaking, interlining is an ac- 
cepted practice in the motor carrier in- 
dustry and is ordinarily considered de- 
sirable since it permits a carrier to offer 
a more complete service to the territory 
or route it is authorized to serve. It in- 
volves the practice of two carriers com- 
bining their operating authority so as to 
enable them to transport shipments be- 
tween points that neither would be au- 
thorized to transport from origin to 
destination under its individual certificate. 

The nature of the interlining in the 
instant case was not conducted for the 
purpose of providing a more complete 
service to those located within the com- 
pany’s territory. The carrier interlined 
with had the same authority. What they 
were doing was to interline at a site 
specified in both their certificates, one of 
the carriers bringing it to that site, the 
other carrier transporting it from that 
site. 

By combining authorities in this 
manner, the carriers were able to render 
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service between any two points in the 
state so long as the shipment was routed 
through the site. 

The commission thought that interlin- 
ing in this manner was improper because 
it subverted the real purpose of interlin- 
ing, which was to provide service to the 
carriers’ certificated territory or route, 
and it permitted the initiation of service 
by carriers in territory in which neither 
carrier had proven the existence of pub- 


lic convenience and necessity. In other 
words, the commission did not believe it 
permissible to interline when the effect 
thereof was to indirectly negate the pub- 
lic convenience and necessity require- 
ments of the motor carrier law. The de- 
vice of interlining, said the commission, 
cannot be used to initiate a new service. 
Midwest Motor Express, Inc. v. Minot 
Van & Storage, Inc. Case No. S-1435, 
Sub 1, December 19, 1960. 


Tractor and Hopper Type Vehicles Not 
Sand and Gravel Trucks 


HE Oregon commissioner held that 

a permit issued to a company using 
tractor and hopper type semitrailers and 
full trailers in connection with highway 
and other construction projects was null 
and void because it had been issued with- 
out a hearing and order. Applicable 
statutes permitted the granting of per- 
mits without hearing and order to op- 
erate trucks equipped with dump bodies 
commonly known as sand and gravel 
trucks. 

The issue was whether the language 
used in the statute included the combina- 
tion of vehicles used by the company. 
Words used in a statute are to be given 


their usual and commonly understood 
meaning unless it is plain from the statute 
that a different meaning is intended, the 
commissioner pointed out. 

It is also a general rule that commercial 
terms used in a statute relating to trade 
or commerce are presumed to have been 
used in their ordinary trade or com- 
mercial sense. The evidence had been sub- 
stantial that the type of vehicles used by 
the company were not considered in the 
industry to be sand and gravel trucks. 
Therefore, a hearing had been required. 
Singleton v. Cement Distributors, Inc. 
FA 7228, Order No. 37549, December 9, 
1960. 





Other Recent Rulings 


the computation of the tariff is crucial to 
its interpretation, the issue should be re- 
ferred to the ICC. Porto Transp., Inc. v. 
Consolidated Diesel Electric Corp. et al. 
189 F Supp 8. 


Construction of Tariff. The U. S. dis- 
trict court pointed out that a motor com- 
mon carrier tariff should be construed 
as would any other document if the 
language of the tariff is not technical and 
words are used in their ordinary mean- 
ing, but if the words are used in a tech- 
nical sense, or if understanding of the 
principles of cost allocation that underlay 
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Employee Protection. The U. S. dis- 
trict court held that the provisions of the 
Interstate Commerce Act governing rail- 
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road mergers do not require the ICC to 
impose as a minimum upon every trans- 
action approved by it the condition that 
every employee affected must be retained 
in an employment status for a period 
equal in time to his service with the rail- 
road carrier, not to exceed four years, so 
long as compensatory protection is 
granted in the event of displacement or 
discharge. Brotherhood of Maintenance 
of Way Employees v. United States, 189 
F Supp 942. 


Review of Administrator Decisions. 
The U. S. court of appeals held that it 
has no jurisdiction to review an adminis- 
trator’s decision made pursuant to the 
Federal Airport Act, that it could only 
review administrator decisions made 
pursuant to the Federal Aviation Act 
which were formally committed to the 
Civil Aeronautics Board. Schwab v. 
Quesada, 284 F2d 140. 


Substantial Compliance. The U. S. 
court of appeals held that the fact that 
a contract between a motor carrier and 
another party was not in strict accordance 
with an Interstate Commerce Commis- 
sion order does not bar recovery for serv- 
ices rendered under the contract by the 
party where the contract was entered 
into in good faith and was in substantial 
compliance with the Interstate Commerce 
Commission order. General Freight 
Transp. Co., Inc. v. Riss & Co., Inc. 284 
F2d 836. 


Certificate Requirements. The Cali- 
fornia supreme court held that an oil 
company which sold gas to a power com- 
pany from additional recently acquired 
reserves was not required to obtain a cer- 
tificate if it had not dedicated the reserves 
to peaking services or for services to its 
company town. Richfield Oil Corp. v. 
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California Pub. Utilities Commission et 
al, 358 P2d 686. 


Interim Telephone Rates. The Wis- 
consin commission granted a telephone 
company an interim rate increase, and 
considered the return of 4.1 per cent on 
the net investment rate base justified, 
until the company has completely con- 
verted to dial operation and compiled op- 
erating experience upon which permanent 
rates can be based. Re Chibardun Teleph. 
Co-op, Inc. 2-U-5442, December 22, 
1960. 


Telephone Service Certificate. The 
Indiana commission granted Indiana Bell 
Telephone Company a certificate to serve 
an area formerly served by another 
company upon a showing that the com- 
pany previously serving the area was 
willing to relinquish its authority and 
that Indiana Bell was ready, willing, and 
able to supply such service. Patrons of 
Paragon Mut. Teleph. Co. v. Smithville 
Teleph. Co., Inc. No. 28138, January 27, 
1961. 


Small Amount of Equity Capital. The 
Wisconsin commission approved a return 
of 3.73 per cent on a telephone company’s 
net book value rate base and a return of 
22 per cent on equity capital where the 
company had a very small percentage of 
capital stock equity and there was a rela- 
tively greater implied risk to such equity. 
Re Peoples Teleph. Co. 2-U-5436, Janu- 
ary 27, 1961. 


Splitting Telephone Exchange Area. 
The Minnesota commission said that 
splitting a telephone exchange area so 
that toll charges would have to be paid 
by neighbors to call each other is im- 
prudent and not in the public interest 
when there is a community of interest 
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among the residents and a majority of 
such residents desire service from one 
of the exchanges. Re Dahlgren et al. M- 
4664, February 2, 1961. 


Telephone Company Return. The IIli- 
nois commission considered a return of 
5.7 per cent on a telephone company’s 
book cost rate base reasonable. Re Mar- 
seilles Teleph. Co. No. 47411 February 7, 
1961. 


Restoration of Telephone Service. The 
New Jersey commission held that a tele- 
phone company was justified in refusing 
to restore service which had been dis- 
continued where there was objection to 
such restoration by proper governmental 
authority. New Jersey Bell Teleph. Co. 
v. Lupo, Docket No. 6010-695, February 
8, 1961. 


Telephone Boundary Line Retained. 


The North Carolina commission refused 
to order a change in a long-established 
boundary line between two telephone 
companies as requested by several com- 
plainants, since other subscribers in the 
area preferred to retain their present 
service and, moreover, both companies 
would be subjected to a financial burden 
in effecting the proposed change. FRat- 
cliffe et al. v. North State Teleph. Co. et 
al. Docket No. P-55, Sub 288, February 
8, 1961. 


Interim Telephone Rates. A small tele- 
phone company was granted an interim 
rate increase by the Wisconsin commis- 
sion sufficient to afford a rate of return 
of 6.5 per cent on a net book value rate 
base, pending conversion to dial operation 
and the establishment of permanent rates. 
Re Gleason Teleph. Co., Inc. 2-U-5473, 
February 10, 1961. 


Wage Expense Reduced. The pro 
forma wage expense of a small telephone 
company per main station was reduced 
by the Wisconsin commission for rate- 
making purposes, based on a comparison 
with other similar companies’ wages 
charged to operating expense. Pulaski 
Merchants & Farmers Teleph. Co. 2-U- 
5477, February 16, 1961. 


Extended-area Service. The Ohio com- 
mission pointed out that the commission 
has authority to order extended-area tele- 
phone service where the facts warrant 
without at that time conducting a full 
rate case to determine whether or not 
any rate relief is necessary. Bordner et 
al. v. Northern Ohio Teleph. Co. No. 
28,631, March 29, 1961. 


Notice of Procedural Changes. The 
Civil Aeronautics Board has adopted 
procedures whereby individual personal 
responsibility would be assigned to com- 
mission members in the preparation and 
issuance of its opinions in formal hear- 
ing cases. Heretofore, the opinion writ- 
ing division, in the office of general coun- 
sel, prepared, in accordance with the 
board’s instructions, a draft of a proposed 
opinion which was submitted concurrent- 
ly to all members of the CAB. Hence- 
forth, cases which are ripe for decision 
will be assigned by the chairman to an 
individual member of the board who will 
be responsible for preparation and sub- 
mission of the opinion. Opinions will be 
issued in the individual name of the CAB 
member responsible, with the concurrence 
of other members noted. Dissenting and 
separate concurring opinions may be ap- 
pended to the majority decision. A sim- 
ilar procedure regarding individual re- 
sponsibility for preparation of opinions 
was inaugurated by the SEC in January. 
Civil Aeronautics Board, April 7, 1961. 
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Do you have a 
Utility 


problem? 


America is growing. 

Our population is not only increasing 
in numbers, it’s spreading. Industry is 
expanding to meet challenging new 
opportunities. 

And Utilities are faced with enor- 
mous capital expansion to provide for 
the growing needs of industry and 
consumers. 

This is where the Irving can be of 
particular help—by assisting Utilities 


in making the many financial decisions 
incidental to growth. 


Our Analytical Studies, Seminars and 
Round Table Conferences have helped 
many Utilities bring added vitality to 
their capital planning, financing and 
cultivation of the financial community. 


For information, you ate cordially 
invited to call our Public Utility De- 
partment at LL 3-2967 or write us at 
One Wall Street. 


IRVING TRUST COMPANY 


vital Funds over $150,000,000 One Wall Street, New York 15,.N.Y. Total Assets over $1,750,000,000 


GEORGE A. MurpHy, Chairman of the Board WituiaM E., PETERSEN, President 
Public Utilities Department—JOHN F. Cups, Vice President in Charge 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


IL 27, 1ss|—PUBLIC UTILITIES FORTNIGHTLY 











WLSE TI 





* - 
ee ee 


en 


Say 


- 


Sgt ee te ye Pees 
‘i » . ate 


a 


Interstate Power Insures Service with 


Interstate Power Company has installed a 2000 
KW Electro-Motive Diesel Plant at Hills, Minnesota, 
to provide peaking power and area protection to 
Hills and five other communities in the western end 
of the system. 


The installation of Diesel Peaking Power made it 
possible for Interstate Power to economize because 
it eliminated the need for a more costly second 
transmission line. And the automatic deadload pick- 
up feature of the Electro-Motive equipment also 
makes it possible to protect the area against emer- 
gency line outages. Designed for automatic control, 
the new 2000 KW Plant synchronizes and goes on 


the line in less than two minutes. On several ¢ sca: 
sions since its installation, when transmission line 
trouble occurred, the Electro-Motive Plant auto nat: 
ically picked up the area load and maintain« it 
until the system returned to normal. 


FLEXIBLE AND RELIABLE—The inherent de sign 
characteristics of the Electro-Motive Equipme: t at 
Hills, Minnesota, that make it ideal for peaking and 
area protection, also make these Plants idee for 
many of your system requirements: 

e fast start for spinning reserve 


@ automatic deadioad pick-up for area protec tion 
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‘lectro-Motive Peaking Plant 


nattended operation for remote control peak- 
ig service 


ortability for simple installation 


eedom from damage to components caused 
y rapid thermal changes occurring from start 
9 full load 


Available in units from 2000 KW to 10,000 KW, 
the Electro-Motive peaking equipment line contains 
both Diesel and dual-fuel plants that can permit 
matching the plant to exact requirements for the 
most economical and efficient operation at the low- 
est investment. Ask your Electro-Motive represent- 
ative for complete details. 


ELECTRO-MOTIVE DIVISION: GENERAL MOTORS 


LA GRANGE, ILLINOIS 


In Canada: General Motors Diesel Limited, London, Ontario 
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Combustion Engineering Ships 
First of Ten Generators to 
AEC Hanford Works 


COMBUSTION Engineering, Inc., 
has announced the shipment of the 
first of ten steam generators to service 
the Atomic Energy Commission’s 
New Production Reactor at Hanford 
Works, Richland, Washington. Ac- 
cording to a recent statement in the 
press, the Administration has decided 
to use the steam produced by the gen- 
erators to serve a generating facility 
with a capacity of 700,000 kilowatts 
(subject to congressional approval). 
This will make Hanford by far the 
largest nuclear power plant in the 
world. Power produced will be one- 
third more than the output of the 
huge Bonneville Dam nearby on the 
Columbia river. Supplied under a $4.3 
million contract, the steam generators 
will produce steam with heat from 
cooling water issuing from the Han- 
ford plutonium-making plant. 

Called the C-E Tube Manifold 
Steam Generator, the unique steam 
producer is a completely shop-assem- 
bled, welded unit. It incorporates 
novel design features and virtually 
eliminates restrictions formerly im- 
posed by wide fluctuations in capac- 
ity, temperature and pressure occur- 
ring in nuclear power applications. 
The generators are cylindrical ves- 
sels with elliptical heads (with 16-in. 
manways). This pressure vessel con- 
tains both the steam generating sur- 
face and steam separating equipment. 
One interesting new design feature is 
the use of a cylindrical, centrally lo- 
cated tube manifold instead of the 








ELECTRIC UTILITY MANAGER 


International Utility Company wishes to as- 
sist in placing Executive forced to relocate 
through no fault of his own. Broad experience 
Management and Operations, Top references. 


Reply Box Number 427, Public Utilities 
Fortnightly, 332 Pennsylvania Bidg., Washing- 
ton 4, D. C. 
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commonly used tube sheet. Combus- 
tion Engineering, Inc. has applied for 
patents covering this new steam gen- 
erator which is expected to find appli- 
cations other than nuclear especially 
in power plants requiring large 
amounts of high pressure, high purity 
steam. 

Specifications for the steam gen- 
erators were prepared by Burns & 
Roe, Inc., Architect-Engineers for the 
heat dissipation system. Kaiser Engi- 
neers are contractors for the project. 
- Combustion Engineering is one of 
the world’s largest manufacturers of 
conventional types of steam generat- 
ing and related equipment for utility, 
industrial and marine power plants. 
Its nuclear work includes numerous 
heavy components for naval and sta- 
tionary power plants as well as the 
design and manufacture of the com- 
plete reactor power system for the 
submarine Tullibee, commissioned last 
year. 


Otter Tail Power Finds Lignite 
More Economical 


OTTER Tail Power Company, Fer- 
gus Falls, Minnesota, has proven that 
lignite can effect operating efficiencies 
in power generation. Using North 
Dakota lignite as fuel in its new Hoot 
Lake Station, Otter Tail has achieved 
a substantially lower unit cost of pro- 
duction. 

The company has been a pioneer in 
the use of such fuel for power gen- 
eration, and the 400,000 Ib/hr unit at 
the Hoot Lake station is the largest 
steam generating unit in the United 
States to use North Dakota lignite. 
Control systems were manufactured 
by Hagan Chemicals & Controls, Inc., 
Pittsburgh, Pennsylvania. 

After nearly a year’s operation, 
company officials state that the con- 
trol systems have performed excel- 
lently. In fact, during a number of 
unusual operating conditions, that 
could not be anticipated, the control 





systems continued to oper.te q 
matically and satisfactorily. . \ddi 
ally, one official noted that ‘the 
trol systems have been large! « rey 
sible for the fact that the new 
is operating at a level equal ‘o its 
sign rate, despite the high mois 
coutent (30-35%) and low hed 
value of the lignite fuel.” 

The $11,500,000 additio: to 
company’s network of stations, 
its largest, was designed by Bum 
Roe, New York. 

lor additional information on} 
gan controls and systems for ut 
steam generating units, write or ph 
L. M. Faulkner, Hagan Chemical 
Controls, Inc., Hagan Center, Pi 
burgh 30, Pennsylvania. 


California Oregon Power 
Build $6,585,330 Hydroelec 
Project on Klamath River 


THE Federal Power Commis 
has amended a license issued to ( 
fornia Oregon Power Company, 
Medford, Oregon, to allow the « 
pany to construct a $6,585,330 hyd 
electric project on the Klamath mi 
in Siskiyou county, California. 

California Oregon’s proposed | 
Gate development will consist of 
earthfiill dam about 173 feet h 
creating a reservoir with a ston 
capacity of about 58,000 acre-feet 
concrete spillway, tunnel, power ¢ 
duit, intake structure, a powerhe 
with an installed capacity of 18! 
kilowatts, and appurtenant facilitf 
The primary purpose of the dam 
to regulate stream flows. 

As originally licensed, on Jant 
13, 1960, the proposed Iron Gate’ 
velopment would have beer a 1 
forced concrete arch dam, bout 
feet high, used solely to regv ate ml 
flows. The cost of this corstruci 
was estimated at about $i .835)ll 
In 1967, Copco planned to incré 
the height*of the dam to 17( feet4 
build a powerhouse with an instal 
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of 25,000 kilowatts. The 
°C license did not author- 
o build any of the second 
ies. 
plication for an amended 
ypco_ said it would be 
build a single-stage earth- 
in the two-stage concrete 


Names Hollingsworth 
President, Sales; 
g Executive Offices 


HOLLINGSWORTH 
‘lected vice president in 
sales of Hubbard and 
pole line hardware and 
apparatus manufacturer. 
cently general sales man- 
ubbard. 
and Company is moving 
ve offices from Michigan 
their main factory loca- 
| W. Roosevelt Road, Chi- 
lay of this year. 
| in the move will be man- 


ind sales offices, legal and 


inting departments. Reasons for 
hange are to obtain a still fur- 


impr 
eans 


vement in customer service 
of a closer contact between 


ive, sales and production de- 


bst Penn Power Announces 


$86,000,000 Program 


bi P 


pre 1 


enn Power Company plans 
ver $86,000,000 in the next 
s on a construction-expan- 
am that will provide im- 


‘lectrie service facilities and 


upply in nearly every part 
()-square-mile territory in 


ssicrn and north central Penn- 


ccording to an announce- 
‘treuby L. Drumm, presi- 


item is the new 250,000- 
\it—which will become the 
zle one on the three-com- 
heny Power System when 
-at Mitchell power station 
mongahela river, near the 
mongahela. 

that unit and its related 
s approximately $43 mil- 
truction starts this month 
uit scheduled for operation 
summer of 1963. 
:ajor categories in the con- 
expansion program are: 
‘0 for distribution substa- 
lines; $6,493,600 for new 

such as large capacity 
‘rs, oil circuit breakers, 
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and regulators for substations, plus 
new service buildings and the re- 
modeling of present structures; and 
$5,922,600 for transmission substa- 
tions and lines. 

Of the three-year total, West Penn 
Power expects to spend about $21,- 
000,000 this year for new construc- 
tion and expansion. 


1960 Gas Air Conditioning 
Business Double Volume 
Of 1958 


AN American Gas Association sur- 
vey shows that new gas air condi- 
tioning installed in 1960 totaled 
141,000 tons — double the business 
done just two years ago. The figures 
are based on responses from 208 gas 
utilities in 41 states and the District 
of Columbia. 


New Consulting Firm Cites 
Cost Reduction Opportunities 
JAMES L. ALLEN, chairman of 
the partnership of Booz, Allen & 
Hamilton, nationwide 47 - year - old 
management consulting firm, recently 


announced the formation of an asso- 
ciated corporation, Booz, Allen Meth- 
ods Service, Inc., industrial engi- 
neering consultants. The new com- 
pany will provide specialized consult- 
ing services to increase profits 
through improved productivity and 
utilization of personnel, facilities, 
materials and equipment. The com- 
pany will serve clients primarily in 
utilities, transportation, banking, 
manufacturing and non-profit institu- 
tions. Initially, the corporation is 
opening offices in New York, Chicago 
and Los Angeles. 

The new firm cited the opportuni- 
ties for lower costs available to 
utilities through proper application of 
advanced industrial engineering tech- 
niques. Singled out were areas of 
field crew measurement and office 
clerical cost reduction. Formation of 
the firm consolidates extensive ex- 
perience in these areas. 

Harry E. Figgie, Jr., formerly a 
partner of Booz, Allen & Hamilton’s 
Cleveland office, has been elected 
president of the company. 


(Continued on page 20) 
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Colorado Interstate Gas 
Continues Expansion Program 


COLORADO Interstate Gas Com- 
pany, Colorado Springs, Colorado, re- 
ports that total system additions for 
1960 amounted to $7,740,245. 

The company’s proposed expansion 
program involves new facilities to 
strengthen Rocky Mountain area 
transmission facilities and to provide 
gas to southern California markets. 


Michigan Bell to Spend 
$86 Million 


PLANS for expansion and improve- 
ments of service costing $86,700,000 
were announced recently by the Mich- 
igan Bell Telephone Company. 

The company has set aside $42.5 
million to enlarge customer service as 
a result of growth; $14.4 million for 
improvements, and $29.8 million for 
replacement of worn-out equipment 
and the in-and-out movement of tele- 
phones. 

More than 4.7 billion feet of ca- 
ble—enough to reach four times from 
the earth to the moon—will be in- 
stalled. Nine new buildings and ad- 
ditions to seven others are to be 
erected. 


Eight building additions started in 
1960 are scheduled for completion 
this year. 


Kentucky Utilities to Build 
New $17.5 Million Unit 

KENTUCKY Utilities Company has 
announced plans for a huge $17.5 
million generating unit which will 
more than double the electrical ca- 
pacity of its E. W. Brown generat- 
ing station at Dix Dam, Kentucky. 

The new generator, scheduled to 
be in operation in June, 1963, will 
be the largest in the KU system and 
have a capacity of 156,250 kilowatts. 

F. I. Fairman, Kentucky Utilities 
president, said the new unit will burn 
about 400,000 tons of Kentucky coal 
during its first full year of operation. 
The first generating unit at the plant, 
installed in 1957, has a capability of 
105,000 kilowatts and used 200,000 
tons of Kentucky coal last year. 


G-E Air-blast Circuit Breaker 
Interrupts Power Faults in 
Less Than Two Cycles 
THE world’s fastest operating trans- 
mission-type power circuit breakers 
harmlessly extinguished in less than 


two cycles the highest curren 
recorded on field tests for 14 
equipment, according to a G-F 
ment. 

On April 8 and 9 the /-reaker 
cessfully interrupted 40.190 an 
at the American Electric Powe 
tem’s Philip Sporn plar subs 
New Haven, West Vir¢ nia, 


jatiO 
samy 


Maximum clearing t ne fol 


tests did not exceed appr: ximatd 
cycles. Industry standar: jis thr 
cles for conventional dea: -tank) 
ers. 

Another industry first the ty 
cle, 138 kv. air-blast bre kers, 
factured by General El. ctric’s 
Voltage Switchgear Depz ‘tment 
adelphia, Pa., were put ti rough 
ous tests for transmissicn line { 
and bus faults, both g:ounded 
ungrounded. 

American Electric Power § 
Corp., and General Elect “ic engif 
co-operated to conduct a comprq 
sive series of tests on the equip 
Power interruption tesis with 
faults ranging from 9,!00 thy 
40,000 amperes were carried 9 
prove the breaker’s capability t 
terrupt faults within two cycles 
cials said. , 
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capital health 


Detailed, validated reports prepared 
rate analyses provide utility managé 
with bases to aid in securing just and 
able rates. These bases can be the deterti 
in arriving at fair treatment of ‘oth the 
sumer and investor . . . attractiig capil 
service improvement and expan-ion. 


The R&S “One-Step” metho! of mo 
analyzation of bill frequency h.s never 
improved upon for detail, sped and! 
omy of preparation. Besides, cl-ange-04 
the “One Step” method is easy, your 
nel is not involved, and all the vork's 
in our office: The value of this 1 aique# 
has been proven to utility cor panies 
and small—investigate the serv ce fot 
company—there is no obligatic. of 
Write Dept. U6 for full inforn ation. 


Public Utility Data Processing :ivis 
100 SIXTH AVENUE + NEW YORK 13, N.Y. + Orth 
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as lr dustry Safety Record Improved 
30 For 13th Consecutive Year 


ee safety record in the gas industry im- 
60 for the thirteenth straight year, ac- 
ng to: oreliminary survey by the American Gas 
jation 
x of representative companies indicates 


frequency in 1960 was at an all-time 
rly 13 per cent lower than in 1959. 
‘inary report indicated there were 6.24 
nillion man-hours in 1960 which caused 
to lose one or more work days. The 
was in 1947 when the frequency was 
i - per million man-hours. 
r ported that the number of lost-time in- 
fourth quarter of 1960 declined 12.5 per 
» same period the previous year. 
f.urth quarter of 1960, there was a 15.8 
» in the number of permanent partial 
ling inj cries and a 13.5 per cent fall in temporary 
ing injuries. The average number of days charged 
Injury increased 25.7 per cent and 14.5 per cent 
tively. 
e sample group included 83 gas distribution and 
ne conipanies. A complete survey of the safety 
lof the gas industry will be issued in about two 
hs by A.G.A. 


Tower Construction Offers Check 
List for Tower Inspection 


ICROWAVE tower inspection and maintenance 
k list is being offered free to any interested firm 
e Tower Construction Company, Sioux City, 


cording to the company, the check list is a handy 
tt size booklet that has proved extremely useful 
ose involved in inspection and maintenance of 
wave Towers. The list emphasizes what should 
ecked, and the frequency with which inspection 
> made. 
te check list points what to look for; how to 
t and how to repair or replace that which inspec- 
shows needs correction. 
routine Tower maintenance program is also rec- 
ended :nd outlined in the contents. 
iferested should write Tower Construction 
2700 '!awkeye Drive, Sioux City, Iowa, specify- 
he nu: ober of maintenance check list booklets de- 
. Whe. ordering, also specify whether an Eng- 
r Sp nish edition is desired. 


Electric Utilities Trend 
9 Mobile Equipment Noted 


NG trend by electric utilities to buy mobile 
ind mobile transformers is noted by Gen- 
“s Power Transformer Dept., Pittsfield, 


| to the company, over 300 mobiles have 

sed by utilities from all electrical manu- 

the past 20 years. Fifty-five per cent of 

1 and 36 per cent of the units have been 

ie past three years alone, indicating a de- 
se in the use of this equipment. 

_ ‘lectric records also show that 55 per cent 

'e units and 65 per cent of the kva shipped 

year have been in the form of mobile 





BENCH 
MARKS 
FOR PUBLIC 
RELATIONS? 


The lack of “yes” or “no” answers in measuring 
public relations results makes it hard to evaluate 
the effectiveness of this important work. Often, 
Commonwealth’s public relations consultants can 
help establish bench marks for measuring and 
guiding company plans and programs. 

For your present or future public relations activi- 
ties, our specialists are available to help design 
programs or review proposed plans involving: 
Advertising and Publicity Government Relations 
Community Relations Stockholder Relations 

Customer and Dealer Relations 


Commonwealth 
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Management Consultants Professional Engineers 


( Mma New York,N. Y. Jackson, Michigan 
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WHAT’S IN 
A TITLE! 


Executives of local utilities 
frequently are assigned respon- 
sibility for management in sev- 
eral diverse areas of operations. 
Are you faced with this problem 
of wearing several hats at one 


time? 


‘Community 
Relations 


If so, you and your associates 
will be glad to learn that you 
can obtain a basic understand- 
ing of the non-technical aspects 
of utility operations. 


Write today for information 
about the P.U.R. Guide. Join 
over 240 other gas, electric, 
water and telephone utilities 
which have participated in this 
program, created specifically 
for you. 


The @31EN Guide 


Koupoas 


332 Pennsylvania Bldg. 
Washington 4, D. C. 





| substations 
| changed over. 
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transformers, rather than complete 
mobile substations. 

The figures are released by C. A. 
Shelton, General Electric sales man- 
ager, following the shipment of the 
Company’s millionth kva of mobile 
equipment—a 15,000 kva mobile sub- 
station to Virginia Electric Power 
Company. 

Shelton sees several reasons for 
the growing utility use of mobiles. 
The most important is the availability 


| of more and more kva per pound 
/in mobile equipment which has an- 
| swered a need for mobiles to service 


larger and higher-voltage, substations. 


| He cites the fact that nearly 60 per 


cent of all G-E mobiles shipped in 


| the past year have been rated at over 
| 7,500 kva. The company has shipped 
| units rated 40,000 kva, 230 kva and 
| has the capability to go even higher, 
| and meet essentially the same weight 
| limitations. 


Utility purchasers realize savings 


| in system investment by having one 
| mobile service a number of substa- 
| tions, 
| equipment in each substation or in 
| scattered locations. 


rather than locating spare 


Mobile equipment used in_ this 


| manner can help restore service, fast 
| during temporary periods of emer- 
| gency. They can also be used to carry 
| a substantial load while maintenance 


and construction is being performed, 
permit careful scheduling of main- 
tenance work and carry loads while 
are being uprated or 


4,000-Mile Transmission Grid 
Planned for 8-State Area 


PLANS for a 4,000-mile network of 


| extra-high-voltage electric transmis- 


sion lines in the Southwest were cited 


| recently as the latest step in the con- 


tinuing growth of the investor-owned 


| electric utility industry to meet the 
| nation’s future power needs. 


Sherman R. Knapp, president of 
the Edison Electric Institute, and 
president of The Connecticut Light 
& Power Company, noted that the 


| new transmission grid will make avail- 
| able interconnections of greater ca- 
| pacities than ever before for electric 
| power systems in an eight-state area 
| composed of Arkansas, Kansas, Lou- 
| isiana, 
| braska, Oklahoma and Texas. 


Mississippi, Missouri, Ne- 


“For many years, the nation’s elec- 


| tric utility companies have been de- 
| veloping great ‘power pools’ through 
| which they can interconnect their sys- 


tems and co-ordinate their operations 


| to best meet combined load require- 


ments,” Mr. Knapp sai‘, 
announced for the Sout 
nates more than three y: 
and planning by the ele: trj 
nies in that area. As in , 
nected systems, the pu 
new grid is to provide g 
curity of service to cust: 
effect improved efficienc 
omies in electricity proc 

The extra-high-voltag 
mated to cost more than 
will be designed for ini 
of 345,000 volts, with p ovisiog 
future enlargement to 
when needed. The 345, 
will be six times greater j 
power capacity than any 
mission line now oper 
Southwest. 

“Almost all the electri 
ducing capability in thi, 
now interconnected,” 
said. “More than 20,000 
transmission lines are o 
voltage—230,000 volts and above 

Noting that the United State 
nually produces three times as 
electricity as Russia, the second: 
ing nation, Mr. Knapp sai 
1959 the electric industry i 
try had 304,220 miles of transmi 
lines of 35,000 volts and above.“ 
sia had only 62,877 miles of tran 
sion lines—about one-fifth as m 
for a land area 2} times as gre 
the United States.” 

“The demand for electricity in 
country is doubling about every 
years,” the Institute president 
“As generating capacity has g 
to take care of this expanding 
the interconnection and pooling 
ess has been accelerating all over 
United States. Extensive inteq 
nections have been made. Mor 
projected. This development is 
aided by long-range planning ond 
gional basis, and helpe: nati 
through studies by such organul 
as the Edison Electric Institute 


Northern Natural Gas and 
Houdry Join in Effort to 
Develop Natural Gas Fuel ( 


NORTHERN Natural G 1s Con 
and Houdry Process Co; poratit 
Philadelphia, have establi hed a! 
program to develop a nati ral g# 
cell. 

Announcement of the j int vel 
was made recently by }. L. M 
senior vice president oi Not 
and T. A. Burtis, Houdr ’ pres" 

“The research program willbe 
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INDUSTRIAL PROGRESS—( Continued ) 


yudry’s Linwood, Pa., 
where fundamental fuel 
has been in progress for 
ne. We are very hopeful 
venture will meet with 
Mead said. 
f the two companies is 
ectricity right in homes 
by using a fuel cell pow- 
ural gas which will sup- 
energy requirements of 
or business at costs sig- 
s than current sources. 
of the natural gas fuel 
me of the greatest steps 
ie energy field in modern 
ling to Mr. Mead. 
‘ell resembles a storage 
h is continually recharged 


supply of fuel and air. As the 
and air are fed iftto a cell, a 
‘st periorms a marriage of the 
nts, directly producing electric- 
without the complex equipment 
ired under the standard system,” 
Mead said. 

aracteristically, the fuel cell has 


more than doubled the fuel efficiency 
of a conventional electrical generat- 
ing‘ system. An additional benefit 
would arise because the energy arriv- 
ing through the natural gas service 
line would not be subject to interrup- 
tions from adverse weather or storms. 
Mr. Mead said the catalyst is the 
critical part of a fuel cell. Houdry 
will contribute its 30 years’ experi- 
ence in catalysis to the project. 


24 Styles of Utilities Receipting 
Machines Offered by Gibson 


A. C. GIBSON Co., Inc., 70 Oak 
Street, Buffalo, New York, announces 
a selection of 24 styles in utilities 
receipting machines with automatic 
stub and coupon cutters, designed to 
accommodate any specific require- 
ment or bill size. All machines are 
ready for immediate delivery from 
stock. 

Models include low or high styles 
with standard surface cutters or au- 
tomatic drop-in, lockable drawers for 
containing receipted stubs. 


All styles are available in choice of 
hardwood or Monel Metal table tops 
in sizes for standard or extra-large 
bills. 

Write for complete catalog and 
price list, or submit sample of utility 
bill for recommendations without 
obligation. 


A-C Bulletin On "Endure-All" 
Distribution Transformers 


OPERATING and _ maintenance 
benefits of the Endure-All distribu- 
tion transformers are described in a 
new bulletin released by Allis- 
Chalmers. 

Features include a new design 
which reduces impedance by as much 
as 25 per cent. New locked core-and- 
coil construction which eliminates 32 
pieces of hardware, and 10 per cent 
lighter and lower units for easier 
handling. 

Copies of “All New Endure-All 
Distribution Transformers,’ 61B- 
9943, are available from Allis-Chal- 
mers, Milwaukee 1, Wisc. 





forecast... 


A new booklet, ‘9 IMPORTANT QUESTIONS FACING 
MANAGEMENT IN THE NEXT FIVE YEARS,” describes how 
forecasts by Stone & Webster Service Corporation help 
hundreds of companies in planning their affairs to meet 
foreseeable conditions. Objectivity and specialized expe- 
rience are the two major contributions we can make to your 


long-range planning. 


Write for this important booklet. We will send it to you 


without obligation. 


STONE & WEBSTER SERVICE CORPORATION 


90 Broad Street, New York 4, New York 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








AMERICAN 
SUPPORTABLE EVIDENCE APPRAISAL 


For whatever purpose, American Appraisal provides COMPANY 
authoritative valuations and experienced interpretation SINCE 1896 


that is generally acceptable throughout the world. Home Office: 525 E. MICHIGAN ST. 
MILWAUKEE 1, WISCONSIN 








=] i od ag 9 ote] ie). 7 -vale), | 


Engineers and Builders for Industry 
ENGINEERING - CONSTRUCTION » MANAGEMENT 


Studies » Reports + Design » Procurement 
SAN FRANCISCO - Los Angeles - New York + Houston 





CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations. Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 








BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consultants 


80 Pine Street 919 Eighteenth St., N.W. 
New York 5, N. Y. Washington 6, D. C. 


Rate Cases Management and Market Studies Rate of Return Analysis 
Cost of Service Determination Economic and Financial Reports 








BURNS and ROE, inc. 
ENGINEERS e CONSULTANTS e CONSTRUCTORS 
Engineering and Design © Research and Development @ Construction @ 
Electric, Steam and Hydro Plants © Aeronautical and Missile 
Facilities © Surveys © Nuclear, Chemical and Industrial Plants ¢ 
Transmission © Distribution © Reports 


160 WEST BROADWAY, NEW YORK 13, NEW YORK 
Weshington, D. C. Hempstecd, i 4. e Sante Monica, Calif. 








SERVICES INC. Management and Business Consultants 


300 Park Ave., New York 22, N. Y., MUrray Hill 8-1800 


Commo nwealth 1 Main St., Houston 2, Texas, CApital 2-9171 
1612 K St., N.W., Washington 6, D. C., STerling 3-3363 


ASSOCIATES INC. Consulting and Design Engineers 
Commonwealth Building, Jackson, Mich., STate 4-6111 
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DAMES & MOORE 
Consultants in Applied Earth Sciences 


Subsurface investigations for foundations, groundwater, and subsurface structures. Air photo 
geological, and geophysical investigations for pipeline and transmission line routes. Geological- 


geophysical-soil mechanics investigations for recovery and use of marginal land, and for dam 
design and construction. 


ATLANTA CHICAGO HONOLULU HOUSTON LOS ANGELES 
NEW YORK PORTLAND SALT LAKE CITY SAN FRANCISCO SEATTLE 














DAY & ZIMMERMANN, INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 











- Design 
ny <9) - Engineering 
De FO ropane [100% TOWN or PLANT SUPPLY MANU 


PLANTS jon -@-@.@ ar ee on, A ae eo 
Taldeldeleldehizte! 
11 WEST 42ND STREET, NEW YORK 36, N. Y. 


LP-gas 
peak shaving 
EMPIRE GAS and stand-by 
ts tor 
ENGINEERING CO. eX 
P.O. Box 1738. + industry 
+ design 
Atlanta 1. Georgia + construction 





FF Ford, Bacon & Davis 


Bad VALUATION Fn inecrs CONSTRUCTION 
REPORTS Gg =. RATE CASES 


NEW YORK @ MONROE, LA. @ CHICAGO @ SAN FRANCISCO 














FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems © Economic and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 403 EMPIRE BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA CALGARY, ALBERTA 
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Francisco & JAcosus 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 


WESTBURY CLEVELAND 














GIBBS & HILL, inc. 


Consulting Engineers 


DESIGNERS ¢ CONSTRUCTORS 
PENNSYLVANIA STATION NEW YORK 1, N. Y. 

















ENGINEERS and CONSULTANTS 


525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON ¢ NEW YORK 


GA GILBERT ASSOCIATES, INC. 








— 








W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


5S Liberty Street New York 5, N. ¥. 














HARZA ENGINEERING COMPANY 


Consulting Engineers 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATION — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 














HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE ° COLUMBUS, OHIO 











Mention the FortNIGHTLY—It identifies your inquiry 








PUBLIC UTILITIES FORTNIGHTLY—*PRIL 7, 























PROFESSIONAL DIRECTORY 


(continued) 


JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
Ann Arbor, Michigan NOrmandy 8-7778 








Michigan Theatre Building 








” ee f 
pe huljian loyvouiion 
ENGINEERS . ow ST RUC TORS 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 





William S. Leffler, Engineers Associated 


Utility Management Consultants for past 35 years Specializing in 
CLASS COST ANALYSES for Developing CLASS RATES 


GAS REGULATORY 
oa OF RETURN and UNIT COSTS for use in nepeeceian 


RATE CASES AND MODERNIZATION of Rate Structures PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 


17 BAYWATER DRIVE 


WATER 
TELEPHONE 
DARIEN, CONN. 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 
RATE CASES—APPRAISALS- —DEPRECIATION STUDIES 
BUSINESS AND FEASIBILITY STUDIES—REPORTS 


120 Broadway New York 











CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Reports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. eee CHARLOTTE, N. C. 





















Pioneer ——— Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, 
RATES AND DEPRECIATION 


CHICAGO 4 


PUBLIC UTILITY 
CONSULTING & 
DESIGN ENGINEERS 


231 SOUTH LA SALLE ST. 






















































| Special Operating Studies 
Planning and Design 
Reports for Financing 
Economic Studies 
Regulatory Representation 
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SANDERSON & PORTER ENGINEERS 
DESIGN e CONSTRUCTION 


NEW YORK NEW YORE 











STULL 


SARGENT & LUNDY 
ENGINEERS 
Consultants to the Power Industry 


@ STUDIES @ DESIGN @ SUPERVISION 
140 South Dearborn Street, Chicago 3, Ill. 


VUNLTULATE 
VUCUDVUEEUUUEDLOOED GOT VN EDEN 


CT UU COCO 





STANDARD RESEARCH CONSULTANTS, INC. 


‘Rate of Return © Valuations © Capital Costs 
Customer Surveys ©® Depreciation Studies 
Regional Economic Studies ® Property Records 


345 Hudson St. Warkins 4-6400 New York 14, N. Y. 











STONE & WEBSTER NEW: YORK 

ENGINEERING CORPORATION "BOSTON 

DESIGN - CONSTRUCTION + APPRAISALS - EXAMINATIONS — 
REPORTS + CONSULTING ENGINEERING 


(Oia l [er-1 40) Houston S¥- Tal of e-lalel iene) Los Angeles Seattle NKeldelance) (OF. 1) -4-187 





UNITED ENGINEERS 


& Constructors Inc. U.E.&C. (Canada) Ltd. 
New York e Philadelphia « Chicago 


Designers, construction engineers, and engineering consultants 








Whitman, Requardt and Associates 
Publishers of the HANDY-WHITMAN INDEX 
DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 
REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 
CONSTRUCTION COSTS 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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BURNS & McDONNELL 


Engineers-Architects-Consultants 


4600 E. 63rd St. Trafficway 
Kansas City 41, Missouri 








Jackson & Moreland, Inc. 
Jackson & Moreland International, Inc. 
Engineers and Consultants 
ELECTRICAL—MECHANICAL—STRUCTURAL 
DESIGN AND SUPERVISION OF CONSTRUCTION 
UTILITY, INDUSTRIAL AND ATOMIC PROJECTS 
SURVEYS—APPRAISALS—REPORTS 


TECHNICAL PUBLICATIONS 
BOSTON — WASHINGTON — NEW YORK 














EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis, Ind. 





MINER AND MINER 


CONSULTING ENGINEERS 
INCORPORATED 
GREELEY, COLORADO 


Littleton, Colorado 
Tucson, Arizona Phoenix, Arizona 

















COFFIN & RICHARDSON, INC. 
CONSULTING ENGINEERS 
Appraisals and Valuations For Regulatory, 
Tax, and Other Purposes 
Rate Case Preparation—Cost of Service Studies 
Original Cost and Depreciation Studies 
Rate Design 


68 Devonshire St., Boston 9, Massachusetts 





PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laborateries ix Principal Cities 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS and SERVICE CO. 


327 So. LaSalle St., Chicago 4, Il. 





A. S. SCHULMAN ELECTRIC Co. 


Electrical Contracting Engineers 
founded 1890 
PowER STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHIGAN AVE, CHICAGO, ILL, 
Los Angeles 

















GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 


HARRISBURG, PENNSYLVANIA 








SVERDRUP & PARCEL 


Engineers & Consultants 


Design, Construction Supervision 
Steam and Hydro Power Plants 
Power Systems—Industrial Plants 


Studies—Reports 
San Francisco e 


St. Louis ° Washington 











INTERNUCLEAR COMPANY 


Nuclear consultants, engineers, and 
designers 
Economics of Nuclear Power, Reactor 
Analysis and Design, Shielding, 
Special Applications 


Clayton 5 Missouri 








A, W. WILLIAMS INSPECTION CO., INC, 


Specialized Inspection Service 





Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 


208 Virginia St., Mobile, Ala. 
New York St. Louis Portland 
Inspectors stationed throughout the U.S.A. 
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Sill Climbing 


THE SOUTHERN COMPANY sys- 
tem, reflecting the economic sound- 
ness and vigor of its four-state 
service area, climbed to new highs 
in sales of electric power and net 
income in 1960. This was accom- 
plished in a year of lessened busi- 
ness activity nationally. 


HIGHLIGHTS OF THE YEAR 1960 


Operating Revenues amounted to . . « . . .~ $319,162,000 
Anew high — an increase of $22,504, 000 or 7, 6% 


Consolidated Net Income was. . . se. . - $46,150,000 
Another new high — up $2,953,000 or 6. 8% 


Earnings Per Share of Common Stock (year-end) were. . . . . . $2.06 
14 cents above the previous year 

Dividers Per Share of Common Stock were. . . . .. . . « $1.40 
Up 1. cents over 1959 

Constr: :tion Expenditures totaled . . . . » , . . $170,077,000 
Dow 314 million dollars from all-time high of 1959 

Sales ; Electric Energy, in kilowatt hours . . . . . . 22,760,000,000 
Ane » record, up 8.6% 


Custor rs Served Directly increased to . . . . =... . « 1,576,151 
37,1 + more than in 1959 


Serving the Heart of the South 
through 


ALABAMA POWER company BUGRWUD 


Birmingham, Alabama ETA AEETTLN Gi - 


GEORGIA POWER COMPANY 
ear HO haat agers | Atlanta, Georgia 


960 Annual Re- GULF POWER COMPANY 
Southern Com- Pensacola, Florida 


) West Peach- 
N.W., Atlanta MISSISSIPPI POWER COMPANY 


: Gulfport, Mississippi 





ATLANTA - 1330 W. PEACHTREE STREET 
JTHERN ELECTRIC GENERATING COMPANY [iaienaeeeabntaias 


Birmingham, Alabama 

















Complete service complements product reliability when you install a General Electric steam turbine-generator such as this 
125,000-kw, tandem-compound, double-flow, reheat unit in the E. D. Edwards Station of Central Illinois Light Company 


General Electric’s complete service program for ste 
turbine-generators is personalized to your specific system 
quirements—to help you in your continuing efforts 


Alwa S produce reliable, low-cost electric power. This nation 
service is readily available, to give you: 
®turbine and generator engi- ® periodic service calls anda 


& 
neering consultation sultation 
all eVa a ion ac Of— @installation planning and ® maintenance inspection 1 
direction planning 
® accelerated. on-time start-ups © renewal parts sched ling 


s 
General Flectric’s ®training of your personnel ® priority repair serv:ce 
At General Electric, service is always part of ihe t 
value you receive ... it is not curtailed when | rices 


ta nf 
i 0 | A soft, when orders are slow, when profits are down . .. Il 
S na 1Z always part of your steam turbine-generator. 1 


turbine-generator service Progress /s Our Most Important Produ: 
GENERAL @@ ELECTRIC 


General Electric 





lurbine-Generators 
Help Keep 


Power Costs Low 














Steam turbine-generators Steam turbine-generators Gas turbines for peaking, Mechanical q 


for large blocks of power 100,000 kw and lower base load. combined cvcles turbines for 4 








a le ati 





